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THE RECENT FPOLITICAL AND ECONOMIC AGREEMENTS
BETWEEN ISRAELIS AND PALESTINIANS HAVE CHANGED THE
BOUNDARIES FOR DIFFERENT JURISDICTIONS AND THE NAMES
OF THEIR GOVERNING ORGANIZATIONS IN TURN THESE
CHANGES POSE A CHALLENGE FOR HOW TO CORRECTLY
IDENTIFY THEM

AREAS INHABITED PREDOMINATELY BY PALESTINIANS ARE
COMMONLY REFERRED TO AS THE WEST BANK AND GAzZA
STRIP IN TERMS OF GOVERNMENTAL JURISDICTION A MORE
PRECISE DISTINCTION BETWEEN THE AUTONOMOUS AND NON-
AUTONOMOUS AREAS IS WARRANTED IN THIS HANDBOOK
WE REFER TO ALL PALESTINIAN AREAS COLLECTIVELY AS THE
PALESTINIAN TERRITORIES WHERE APPROPRIATE WE
DISTINGUISH BETWEEN THE GAZA STRIP AND WEST BANK, OR
BETWEEN AUTONOMOUS AND NON-AUTONOMOUS AREAS

SIMILARLY THE PALESTINIAN GOVERNMENT IS COMMONLY
CALLED THE PALESTINIAN AUTHORITY OR THE PALESTINIAN
NATIONAL AUTHORITY WE HAVE CHOSEN TO USE
PALESTINIAN NATIONAL AUTHORITY IN THIS HANDBOOK SINCE
THAT IS THE NAME WHICH APPEARS ON MOST BUSINESS
FORMS AND DOCUMENTS

THIS HANDBOOK IS NOT AN OFFICIAL DOCUMENT OF THE
U S AGENCY FOR INTERNATIONAL DEVELOPMENT OR ANY
OTHER INTERNATIONAL DONOR ANY INFORMATION
OPINIONS O©OR CHOICE OF LANGUAGE CONTAINED HEREIN
SHOULD NOT BE CONSTRUED OR INTERPRETED AS
REPRESENTING THE POLICIES OR OPINIONS OF USAID or
OTHER DONORS
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INTRODUCTION -

THIS HANDBOOK FOR PALESTINIAN BUSINESSES 1S A PRACTICAL HOW-TO GUIDE FOR
CONDUCTING BUSINESS IN THE PALESTINIAN TERRITORIES IT PROVIDES USEFUL
INFORMATION GUIDELINES AND CONTACTS FOR EXISTING AND NEW BUSINESSES AND
FOR POTENTIAL FOREIGN INVESTORS

AS A RESULT OF THE PEACE AND TRADE AGREEMENTS BETWEEN THE PALESTINIAN
NATIONAL AUTHORITY JORDAN AND ISRAEL A DYNAMIC PALESTINIAN ECONOMY HAS
BEGUN TO EMERGE AND WITH IT OPPORTUNITIES FOR BUSINESS EXPANSION AND NEW
INVESTMENT IN THE WEST BANK AND GAZA STRIP THE PALESTINIAN TERRITORIES
HOWEVER ARE CHARACTERIZED BY AN OVERLAY OF LAWS REGULATIONS AND
MILITARY ORDERS THAT MAKE IT DIFFICULT TO FIGURE OUT HOW TO DO BUSINESS IN
THEM THIS HANDBOOK IS INTENDED TO ANSWER YOUR QUESTIONS ABOUT THE BASIC
PROCEDURES AND REQUIREMENTS FOR CONDUCTING BUSINESS THESE INCLUDE
REGISTERING AS A LEGAL ENTITY COMPLYING WITH LOCAL LABOR LAWS FINDING
SOURCES OF FINANCING AND EXPORTING AND IMPORTING GOODS SAMPLE FORMS
FOR MANY KEY BUSINESS TRANSACTIONS APPEAR AT THE END OF THE HANDBOOK

THE POLITICAL SITUATION IN THE PALESTINIAN TERRITORIES IS CHANGING AND THOSE
CHANGES CAN AFFECT EVERYTHING FROM WHAT APPEARS ON A CERTIFICATE OF ORIGIN
TO WHO HAS LEGAL JURISDICTION UNTIL RECENTLY THE ONLY AUTONOMOUS
PALESTINIAN AREAS WERE THE GAZA STRIP AND JERICHO AT THE END OF | 995
MOST MAJOR POPULATION CENTERS IN THE WEST BANK CAME UNDER PALESTINIAN
ADMINISTRATIVE CONTROL AS THE PALESTINIAN NATIONAL AUTHORITY BEGINS TO
EXERCISE ITS JURISDICTION OVER CIVIL AFFAIRS REFERENCES IN THIS HANDBOOK TO
ISRAEL S CIVIL. ADMINISTRATION WILL GRADUALLY NEED TO BE REPLACED BY THE
NAMES OF APPROPRIATE PALESTINIAN MINISTRIES AS A GENERAL RULE [T CAN BE
ASSUMED THAT THE PROCEDURES CURRENTLY APPLYING TO GAZA AND JERICHO WILL
BE EXTENDED TO AREAS FROM WHICH THE ISRAELI ARMY IS WITHDRAWN AND PNA
AUTHORITY IS INTRODUCED

WE HAVE MADE EVERY EFFORT TO REFORT ACCURATE INFORMATION BUT THIS IS A
DYNAMIC ENVIRONMENT AND WE MAY HAVE MISSED A FEW CHANGES THIS IS ONLY A
FIRST EDITION OF THIS HANDBOOK WHICH WE EXPECT TO UPDATE AND REPUBLISH
ANNUALLY ToO KEEP US CURRENT AND RELEVANT WE WELCOME YOUR COMMENTS
FEEDBACK AND CONTRIBUTIONS

Trits HANDBOOK IS WRITTEN AND PUBLISHED BY THE SMALL BUSINESS SUPPORT
PROJECT OF THE U S AGENCY FOR INTERNATIONAL DEVELOPMENT WHICH IS
DEDICATED TO STRENGTHENING THE PALESTINIAN BUSINESS COMMUNITY THROUGH
IMPROVED MARKET ACCESS AND TECHNICAL ASSISTANCE A PRINCIPAL CONTRIBUTOR
TO THIS HANDBOOK IS THE ISRAEL-PALESTINE CENTER FOR RESEARCH AND
INFORMATION WHICH [S DEDICATED TO FINDING EQUITABLE AND PEACEFUL SOLUTIONS
TO THE SHARED CONFLICTS AND PROBLEMS CONFRONTING BOTH COUNTRIES

Vil
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THE- PoLITICAL-ECONOMIC ENVIRONMENT FOR
BUSINESS IN THE PALESTINIAN TERRITORIES

v . .

The Maddle East peace process not only has political ramifications, but 1t 1s an
economic process as well Changing political conditions and alliances have opened
new opportunities for business expansion and mvestment Growing optimism for
the durability of the peace accords has contributed to an improved economic
environment, and no where 1s this more true than in the West Bank and Gaza Strip

Until recently, the Palestmian business community has been largely cut off from
direct mnvolvement m the world markets Today, the word “closure” generally refers
to the borders beimng temporarily sealed to the West Bank and Gaza, but 1t 1s also an
appropriate metaphor for what has happened to the Palestinian businesses over the
last three decades

Under Israeli occupation, various policies, rules and procedures resulted 1n economic
and business relationships that created barriers to the Palestimans’ direct access to
buyers, information and equipment Israel’s control of the Palestiman borders also
meant that 1t controlled all exports and imports To conduct trade, many Palestiman
producers became subcontractors to Israeli firms mstead of directly exporting
themselves or producing under their own label, and most raw materals were
imported through Israeli companies These controls also meant that Palestinians had
limited access to information about a changing global economy and changing
technology, precisely when major changes were occurring in these arenas The
Palestiman economy slowed and was allowed to become under-developed
Institutions that might have bridged this gap, such as Chambers of Commerce, were
weakened, and Palestinians lost control of thewr own economic development m such
areas as trade, finance, and governance

The agreements reached 1n the peace process set the stage for dramatically changing
these conditions, and 1n some important ways these changes are already occurring
The Declaration of Principles, also called the Oslo Accord or Oslo 1, signed in
September, 1993, established a five-year timetable for the peace process leading to a
final accord As that process evolves, Palestimans are re-establishing their control
over their economic development and mstitutions In May, 1994, the Gaza-Jericho
Accord, granted autonomous status to Jericho i the West Bank and Gaza Strip
(except for settlements and military nstallations) and began the process of returming
control to Palestinians the responsibility for trade and mvestment The subsequent
Paris Economic Agreement established the economuc and financial policies for the
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entire West Bank and Gaza Strip, and defined the relationship between Palestinians
and Israehis including creating a common customs area

The most recent Israeli-Palestinian Interim Agreement', often called Oslo 2 because
1t represents the second significant step in Israel’s withdrawal from Palestiman
lands, broadens self-government in the West Bank and expands Palestinian control
over their own internal affairs  This agreement reiterates the Palestinians’ nght to
exercise authority over the own economic affairs, and reasserts that Palestimian
authority in c1vil spheres will gradually be extended to areas from which Israel
withdraws Oslo 2 recognizes the Palestiman Monetary Authority’s right to assume
many functions of a central bank controlling monetary policy, serving as the
Palestimans’ financial agent holding foreign currency reserves, and serving as
lender of last resort for banks under its supervision The agreement also introduces
the possibility of a Palestinian currency in the future

Many difficulties remain 1n implementing these agreements, but the Palestinian
business community 1s already taking advantage of the new opportunities that they
present Many businesses some for the first time, have contacted wholesalers and
importers to assess market opportunities in the U S, Europe and Africa Others are
finding new distributors and outlets 1n Gaza, the West Bank and Israel
Manufacturers are beginning to upgrade equipment and seek alternative sources of
raw materials The Chambers of Commerce are expanding therr range of services to
include mformation, tramning, and business assistance programs An ncreasing
number of businessmen are attending international trade fairs From the communty
to the national level new institutions have formed to support the private sector

While these gains are impressive, severe constraints on business remain, and success
in overcoming them remains a chailenge Israel still imposes closures on Gaza and
the West Bank, and restrictions on Palestinians at ports and the arrport virtually
require that they use Israeli middlemen as trading intermediaries  Trucks are
detained at borders for lengthy security checks and clearance, sometimes for days
These conditions all add to the cost of doing businesses, but some Palestinian
entrepreneurs are finding ways to overcome these obstacles, and they are being
supported by efforts of the Palestinian National Authority (PNA) which has a clear
policy of supporting private sector expansion as the engine of economic growth

Resolving the problems experienced 1n cross-border trading and transit of goods 1s a
priority of the PNA Plans for constructing facilities for the transfer of products,
such as bonded warehouses and industrial parks that straddle a common border, are
currently be negotiated with Israel, Jordan and Egypt Early in 1995, the U S
Government extended GSP (General System of Preferences) status to Palestiman-

'Israelt Palestiman Interim Agreement on the West Bank and the Gaza Strip signed in Washington
D C September 28 1995

2
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produced goods, the PNA has concluded a trade agreement with Jordan, and the
PNA has negotiated a free trade agreement with the U S whach 1s expected to be
signed by the end of the year The Mmustry of Economy, Trade and Industry has
sponsored participation 1n trade shows, and 1t 1s purswuing an export strategy that
supports the pnivate sector’s efforts to establish a Palestinian Trade Development
Center

Some nternational doors are already opening for Palestiman businesses A multi-
million-dotlar telecommumncations deal was recently negotiated between U S and
Palestimian compames Diaspora Palestimans are investing m construction and
businesses 1n the West Bank and Gaza, and they have capitalized a $200 million
mvestment fund Manufacturers of products ranging from chocolate to laser-honed
marble saws are finding new mternational markets Slowly, Palestimans are
beginning to expand their market reach, and they are finding competitive mches m a
number of sectors Negotiations are also under way for franchises with Western
companies to enter the Palestiman market, an option that 1s possible now that Israel
firms do not automatically control or operate i1 West Bank and Gazan markets

Businesses are also beginning to take a fresh look at local markets Gaza, the West
Bank and Israel The local market 1s sometimes discounted because of its size there
are an estimated 2 4 million Palestimans and 5 5 million Israehs In fact, for
Palestimian firms, the local market has room for growth For years, Palestinians have
been producing for the sophisticated Israeh market, but their products almost always
carried an Israehi label Commonly, many products that are largely produced m
Gaza or the West Bank are finished in Israel and re-imported into the Palestimian
Terntories Now, Palestiman companies are starting to form direct market links 1n
some new sectors, such as appliances, cosmetics and processed food, and expand
their market share Entrepreneurs in Gaza are beginning to look at the West Bank
market, and vice versa, because geographic separation has also caused market
separation, but as trade begms to flow more smoothly, new market opportunities are
beginmng to open up

Years of occupation, the mtifada®, and closures have taken a heavy toll on the
Palestiiian economy Finding accurate statistics on the economy 1s difficult, but
domestic - meaning Palestinian - growth has fallen sharply In the 1970s, the West
Bank’s economy expanded at over 8 percent annually, but fell to an average of 3 5
percent in the 1980s, and even lower more recently GNP growth 1n the Gaza Strip
similarly tumbled from an average 6 3 percent 1 the 1970s, to 1 6 percent 1n the
1980s, and lower still 1n 1995 A major contributing factor to the fall of GNP since
1992 has been the loss of remittances from overseas Palestinians as a result of the

The mtifada was the broad-based Palestmian uprismg that dates from December 9, 1987 - the
anmiversary of the first act of resistance - to about the time when Oslo 1 was signed, which corresponded with a
dimmmshing number of incidents
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Gulf War Unemployment 1s roughly estimated at 60 percent for Gaza and 30
percent for the West Bank but these figures are unreliable and may undercount part-
time or self-employed workers Infrastructure was damaged and left unrepaired for
years, but reconstruction of roads and other basic infrastructure 1s taking placing
which 15 particularly noticeable 1n the Gaza Strip  Major clean-up efforts have been
made roads have been repaved and opened, and new drainage and sewage systems
are under construction Major infrastructure projects, including an arport and
seaport 1n Gaza, and improvements in the power and telecommunications, are at
various stages of planning or early stages of implementation

Other changes are also occurring that will spur business development in the
Palestintan Territories  The number of banks has rapidly expanded Prior to the
intifada, 1srach banks had 28 branches in the territories, by early 1995, few were
left This voud has been quickly filled by Palestiman and Jordanian banks, with so
many new branches registering that at one point the Palestinian Monetary Authority
temporarily stopped 1ssuing new bank licenses Banks offer a full range of financial
services, and many are actively seeking mvestment projects A number of
specialized finance programs exist to help smaller Palestinian companies expand,
and donors are funding technical tramning and assistance efforts to improve the
competitiveness of the Palestinian business community

The legal framework 1s also being sorted out and rationalized Palestinians have
inherited laws from Egypt Jordan, the Ottoman Empire and the British Mandate In
many cases, prevailing law 1s different in Gaza and the West Bank, although
legislation passed by a Palestinian government with jurisdiction over both areas will
start to remedy this problem In the occupied areas, and to a lesser extent in the
Palestinian-controlled areas of Gaza and the West Bank, Military Orders 1ssued by
the Israeli Civil Adminstration still apply Some Military Orders had been 1ssued
but unpublished, and in general the inheritance of law from many sources makes 1t
more difficult to understand local law and procedures, but fundamentally the legal
system works and 1t 1s not a major impediment to business

Generally, however, 1t 1s recognized that the commercial laws need to be updated
and unified, and the regulations and procedures for implementing them be clear

The PNA 1s making steady progress in this regard Efforts are underway to codify
existing law, and other laws and regulations have been amended or replaced New
laws and regulations of the PNA can be enforced only in the autonomous areas of
Gaza and the West Bank, but as Palestinian admunistration expands 1n other parts of
the West Bank, mcreasingly these laws will prevail National elections, scheduled
for January, 1996, will give the Palestimans the legrtimacy and authority of an
elected government, and 1t 1s expected that the pace of legal reform will quicken

Already, the PNA had adopted a law to encourage foreign and domestic investment
in Gaza and the West Bank Tax exemptions are available for projects capitalized
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with as little as U S $ 100,000, tax exemptions can extend to five years, and other
benefits are available to larger projects Other efforts are underway to encourage
ard support business development by streamlining procedures, updating economic
mformation, and upgrading techmcal skills All of these efforts reflect the PNA's
policy of relying on private sector imitiative to rebwld the Palestinian economy In
turn, this means new business opportunuties in an opening and growing market
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Companies mn the West Bank register under the Jordaman Companies Law (1964),
and Gazan compames under the Shareholding Companies Law (1929) and the
Ordmary Compames Law (1930) Practically speaking, there are three types of
business entities in the Palestiman Territories

u Sole Proprietorships
L Ordmmary Companies
L] Shareholding Companies

Sole proprietorship are the most common form on business enfity, yet they are not
mentioned 1n legislation nor treated as legal entities 1n legislation In the West
Bank, sole proprietorships account for represent 67 percent of all firms, compared to
30 percent for private shareholding compames and less than three percent by public
shareholding compames

1 SOLE PROPRIETORSHIPS

Sole proprietorships include typical small busimesses, run by the owner or family
They have licenses to operate, but they are not registered busimesses or formal
entities i the same sense as Ordinary Companies and Shareholding Compamies
which are more regulated because they involve multiple and frequently unrelated
mvestors A sole proprietorship 1s not recogmzed as a company, thus, it does not
have the same benefits as a registered company, such as imited hiability for 1ts
owners Bank accounts and tax records have to be registered 1in the name of the sole
proprietor (owner) and not 1n a company name

Most busimesses 1n the Palestimian Terntories are family-owned and -managed
Because these businesses do not have outside mvestors, nor do they need more
formal contractual arrangements between family members, many of these businesses
operate n the same 3tatus as sole propnetorships, yet they can be si1zable operations
Investors in the Palestiman Territories will find many dynamic family-owned
businesses ready for outside investment and expansion

Previous Page Blanl
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2 ORDINARY COMPANIES

An Ordinary Company 1s established by agreement between two or more people, up

to a maximum of 20 partners, to jointly conduct business There are three types of
Ordmary Compames

L] An Ordmary General Company 1n which all the partners - referred to as

"general partners" - are jointly liable personally for the debts, contracts and
obligations of the company

L An Ordmary Limted Company which includes two categories of partners
one or more general partners with unhmited hability for the debts, contracts
and obhgations of the company, and one or more himited partners whose
hability 1s limited to the amount of capital personally invested Limited
partners are not permtted to participate in the company's management
without losing their himited hability status

n A Foreign Ordmary Company which 1s a company regtstered outside of
the Palestiman Territories In order to conduct business i the Palestiman
Territories, this type of company must register according to the procedures
described at the end of 1n Chapter 3, "Registering a Business"

3 SHAREHOLDING COMPANIES

Groups of investors or partners consisting of 20 or more persons must register their
business as a shareholding company There are two types of shareholding
companies

L] A Pubhlic Shareholding Linited Company 15 capitalized by the sale of
shares to the public The hability of shareholders 1s limited to the amount of
their respective capital of each shareholder i the company Seven or more
persons who jointly carry on business for the purpose of generating profit
may form a Public Shareholding Limited Company

o Shares 1n a Private Shareholding Company are not sold to the public but
owned by private investors The liability of shareholders 1s hrmted to the
amount of their ndividual investment Two or more persons who jointly
undertake a business for the purpose of generating a profit may form a
Private Shareholding Company

Certan restrictions apply on the capitalization of shareholding compames The
capital of a shareholding company must be stated 1n Jordanian Dinar (JD) or New
Israeli Shekels (NIS) The minimum capitalization requirements are
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L The capital of a Public Shareholding Company cannot be less than JD
30,000
u The capital of a Private Shareholding Company cannot be less than JD 2,000

The caprtal of ether type of shareholding company must be divided into shares of
equal value

B RULES AND REGULATIONS GOVERNING ORDINARY - = 17
COMPANIES - -

| ORDINARY GENERAL COMPANIES

Ordinary General Companies are formed by partners The law recognizes a
“partnership” when two or more people work together to operate a for-profit
business Groups formed by farmers for any common enterprise i connection with
the cultivation of land are not recogmzed as partnerships and are excluded from the
laws and provisions regarding partnerships

ROLES AND RESPONSIBILITIES OF PARTNERS

At the time of forming a company, partners may enter into an agreement
which defines specific features of their relationship, as permitted by law For
nstance, a partnership agreement can limat the authority of one or more
partners to act on behalf of the company, and 1t can define the terms under
which a partner may sell lus/her shares However, 1t should be stressed that
partnership agreements cannot limit the liability of partners in an Ordinary
General Company

In general, every partner 1s an agent of the company, and all partners are
bound by the acts of any other partner which are performed n the normal
course of doing business In addition, a company may authorize a non-
partner to act on behalf of the company, and this non-partner's actions are
also fully binding on the other partners Such actions include entering into
contracts, ordering supplies (and thus mcurring habilities), and transacting
other forms of business

Each partner 1s jointly and severally liable for the debts and liabilities of the
company which are incurred while being a partner The liability extends to a
partner’s heirs 1n the event of death

If a partner declares bankruptcy, the debts of the company have precedence
over the individual's own personal debts If the company 1itself declares
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bankruptcy, the debts owed by the company to creditors have precedence
over any debts the company owes to mdividual partners

2 ORDINARY LIMITED COMPANIES
Ordinary Limited Companies have two categories of partners

L] One or more general partners who are jointly hable personally for the debts,
contracts and obligations of the company, and

L] One or more limited liability partners whose individual hability 1s limited to
the amount of capital invested by the partner into the company

ROLES AND RESPONSIBILITIES OF PARTNERS

A partner with limited hiability 15 not a participant 1n the management of an
Ordmmary Limited Company and has no authority to act on the company’s
behalf unless specified in a partnership agreement A limited hiability partner
may, however, have access to the company's books, inquire about 1ts state of
affairs, and confer with other partners about the company

If a hmited partner partictpates in the management of the company, that
partner 15 liable for debts and liabilities which the company incurs during
participation 1n 1ts management, just as if the limited partner were a general
partner General rules governing Ordmary Limited Compames include

n Disagreements arising during the normal course of the company’s
business are settled by a majority of the general partners

n A limited liability partner may transfer or sell hus/her shares with the
approval of the general partners The person to whom such shares are
transferred will, after registration and publication i accordance with
the law, become a partner with limited liabihity and will then enjoy
the nights of a limited hiability partner

= General partners may select new partners without the consent of the
limited liability partners

n A limited liability partner has no right to dissolve the company
3 PARTMERSHIP AGREEMENTS

A Partnership Agreement 1s often used to define the procedures by which a partner
can sell shares in the company In some cases, this requires the consent of all other

10
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partners, or a less rigid provision requires only the consent of a majornity of partners
To protect both the company and individual partners, provisions 1n these agreements
can include

u A mimmum period of time that a partner must hold the company shares,
" The basis for estabhishing a fair price when a partner wants to sell company
shares,

n The "night of first refusal” for other partners to purchase a departing partner’s
shares,

= A maximum period of time that a partner must wait for other partners to
exercise their right of first refusal to buy his/her shares, and

u Business qualifications, financial standing, and other criteria that the
departing partner must use 1n identifymg a new 1nvestor after the "right of
first refusal” period has expired

Unless otherwise stated 1n a Partnership Agreement, the following rules govern the
relationship between partners and the company

= No partner may enter personally into a contract with the company, nor
engage 1n any business which 1s stmilar to, or competitive with, that of the
company without the written consent of the other partners

" Every partner must account to the company for any benefit which may be
denved, without its consent, from any transaction connected with the
company, and from the use by the partner of the company’s funds, name or
trademarks for which the partner must compensate the company

u The partners must divide the company’s capital and profits among
themselves, and are hable for the payment of 1ts losses i proportion to their
respective capital contributions

L] A partner will be compensated by the company for any expenses and
Liabilities that are incurred personally while managing the company, or as a
result of any act necessary to safeguard 1ts business or property

] Any partner may take part in the management of an ordinary company, but
without the nght to compensation unless approved by the other partners

= No partner may be expelled by a majority of the partners
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Any disagreement arising out of the management of the company will be
determined by a majority of the partners, provided that no change n the
nature of the company’s business 1s made without the consent of all partners

The company’s books are kept at its principal place of business, and each
partner has free access to them and the nght to copy information 1n them




Existing laws are specific about many requirements for the registration and
management of compamies n the Palestiman Territories The sections below briefly
describe the most important aspects of the law When engaging m the actual
establishment of a company, 1t 1s lughly recommended that the full text of the law be
reviewed, good legal counsel be obtamned, and a qualified accountant be consulted

B e ———— - - e ey

A REGISTERING A COMPANY IN THE WEST BANK

In principal, the procedures for registering a company m the autonomous or non-
autonomous areas of the West Bank are stmilar In both cases, the relevant
legislation 1s Jordanian Companies Law, Number 12 of 1964, published mn the
Official Gazette Number 1757 of 3/5/64 Israeli Military Order 398 of 1970 further
governs company registration m the non-autonomous West Bank, and will remain
effective elsewhere i the West Bank until rescinded or amended by the Palestiman
National Authority

The Mimstry of Economy, Trade and Industry oversees the registration of
companies The Ministry has Company Registrars in Gaza and Jericho, and 1t 1s
expected that the PNA's offices will start handling the paperwork 1n other
autonomous towns 1n the West Bank Under current agreements with Israel, if an
application to do business 1n the autonomous West Bank 1s received by a foreign
mvestor, 1t must be approved by Israeli officials as well The Mimstry submuts the
required documents to Israel's Ministry of the Interior on behalf of the mvestor
Following approval by the Isracli authorities, the Ministry 1ssues the applicant a
work permut

| DEFINITION OF TERMS

[ In the autonomous West Bank, "Controller" means the Companies Controller
who 1s apponted by the PNA In Jericho, the controller 1s Mr Abdul Aziz
al-Array, located at the Mimistry of Economy, Trade and Industry (tel 992-
2289, fax 992-3635)

In the non-autonomous West Bank, "Controller” means the Companies
Controller appointed by the Israeli Civil Admimstration Since most
registered busiesses are likely to locate their operations 1 autonomous West
Bank towns, as these are the population and economuc centers, 1t 1s unlikely

13
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that the Israch-appointed controller will continue to play an important role in
the registration process

In the autonomous West Bank, "Companies Register" means the register kept
by the Ministry of Economy, Trade and Industry for the registration of all
information relating to registered comparies Two copies of this register

exist one at the Mimistry's offices 1n Jericho, and the second at its offices 1n
Ramallah

"Court" means the court which has jurisdiction, referring either to Palestiman
courts 1n the autonomous areas and Israel: courts in the non-autonomous
areas (see to Chapter 7)

"Articles of Association” means the basic agreement between partners, and
any amendments thereto that govern a company's internal management
structure and relationships

ORDINARY COMPANIES
A REGISTRATION PROCEDURES

Every Ordinary Company formed 1n the West Bank to carry on any business
must be registered with the controller following these procedures

L The original copy of the partnership agreement of the company,
signed by all the partners, must be submuitted to the controller
together with the articles of incorporation and the company by-laws,
which should be signed by all the partners before a notary public

L If the papers are 1n order, the controller will open a file for the
company and assign 1t a number This regster 1s a public document
and may be examined by any interested party

= The Controller will calculate the fees to be paid (see below)
Payment 1s made 1n the office of the Controller Tax stamps can be
purchased 1n any post office

- Upon completion of payment, and after the trademark and company’s
name has been checked, a Certificate of Registration will be 1ssued

. The Certificate of Registration along with the articles of
incorporation must now be signed by all of the partners 1n front of a
notary public There 1s a notary public 1n each city (See Appendix B
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for information on notary public ) The main points covered by
articles of incorporation are highlighted below
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If for any reason the registration of the company 1s not accepted, there 1s an
appeals commuttee which can review This registration process can be
facilitated with the help of a lawyer who can prepare the articles of
incorporation and the company by-laws

B FEES

The fees and other expenses for registering a company 1n the West Bank are

u 0 2 percent of the company's capital

n Certificate fee of U S § 33

L Publishing fee of US $ 12

- Tax stamps at approximately U S § 50
c NON-RESIDENT PARTNER

If one or more of the partners 1s not a resident of the West Bank, the Israeli
authonties have required that an application form, available from the Legal
Department of the Crvil Adrmimstration headquarters i Beit El, must be
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completed This form must be completed and submutted to the Legal
Department and a one-time cash payment of NIS 750 must be paid The
payment 1s made at the headquarters of the Civil Admirustration 1n Beit El

The rest of the process 1s the same as above however, 1t can only be
implemented afier receiving the prior approval of the Civil Admimstration
Once a certificate of approval has been granted by the Civil Administration,
1t 15 then taken to the Controller’s together with the articles of incorporation,
by-laws, tax stamps, and the companies tax fee

D DISSOLUTION AND LIQUIDATION

The same dissolution and liquidation procedures apply to an Ordinary
General Company and an Ordinary Limited Company In both cases, a
company cannot be dissolved automatically as a result of the death or
bankruptcy of a partner or if a partner becomes permanently 1ll Conditions
and events which can result in the dissolution of a company include

= The termunation of a company's imited period or lifespan which 1s
defined 1n the by-laws of the company,

= The termination of the purpose for which the company was formed,
such as the completion of a construction project,

L When any event renders the company's continuance, or the
continuance of the partners in the company 1illegal,

- When only one partner remains i the company, or

u When all of the partners agree on the dissolution of the company, or
1ts merger with another company

PuBLIC SHAREHOLDING COMPANIES
A REGISTRATION PROCEDURES

To register a shareholding company, the general partners submit an
application to the Controller (see Appendix B for sample forms) for the
formation of the company, together with its by-laws and 1ts articles of
association The Articles of Association must include the items highlighted
below
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Under regular circumstances, the company will be registered within a period
of two months 3> Followimg the approval of the documents by the controller

and following the collection of the fees, the controller will enter the name of
the shareholding company 1n the register, 1ssue a Certificate of Registration,

>If one or more of the general partners 1s not a resident of the West Bank the controller will give a
decision regardmg the registration of the company within two months from the date of submission of the
apphcation and i1f no such decisions 1s given withmn the prescribed period the application will be deemed to
have been refused
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and send notice of the registration containing all of 1ts particulars to the
official gazette

In the case of refusal by the controller, the case can be brought before the
appeals commuttee

If the general partners apply for the formation of a private shareholding
company, and the controller finds that 1t 15 1n the public interest that such a
company be formed as a public shareholding company, the general partners
must change the company into a public shareholding company If the
partners do not agree to such a change, the controller may refuse the
application

B

GENERAL RULES AND REGULATIONS

The articles of association must specify the limuts and the conditions
under which the Board of Directors 1s allowed to borrow and/or
mortgage the company’s real property and give guarantees This does
not apply to shareholding companies which deal in banking

Any changes in the by-laws or articles of association must be adopted
by a resolution at an extraordinary general meeting m accordance
with the law, after which 1t wall be subject to the approval of the
registration procedure described above

A shareholding company, from the date of its registration, becomes a
corporate body bearing the name which 1s stated 1n the by-laws and
articles of association From the date of registration, the company
may begin 1ts activities for the sale of its shares

The Certificate of Registration 1s conclusive evidence of the
existence, formation and registration of the company

Upon registration the by-laws and articles of association are binding
on the company and on 1ts shareholders as 1f these documents had
been signed by each of the shareholders

RULES ON SALE OF SHARES

After registering a Public Shareholding Company, the general
partners may proceed with the formalities of selling shares (see
Appendix B "Standard Form for the Sale of Shares in a Company 1n
the West Bank")




CHAPTER 3 REGISTERING A BUSINESS

| The general partners may choose not to offer shares for public
subscription, but may cover the full value of the shares themselves or
mn conjunction with others If after three months the publicly-offered
shares are mot bought, the general partners may, with the approval of
the Crvil Admimistration or the appropriate PNA official, purchase the
remaining shares

= If the total value of the project exceeds JD 50,000, and among the
general partners there 1s a foreigner, the general partners may not
cover more than 75 percent of the shares with the remainder of the
shares offered to the public

u The general partners of a Shareholding Company must subscribe for a
mimmum of 10 percent of the shares The remaimng shares are to be
offered for public subscription by means of a notice published 1n at
least two daily newspapers one week before the commencement of
subscription

] Shares can be bought at one or more licensed banks paid to the
company's named account

= Shares can be sold, negotiated, mortgaged, or given as a gift with the
approval of the board of directors of the company The transference
of shares must be duly registered in accordance with the articles of
mcorporation and the by-laws of the company The company will
provide a certificate for the shares or debentures to the purchaser or
recerver of the shares

The law stipulates many technicalities and procedural conditions for the sale
of the subscriptions Most commercial lawyers mn the Palestiman Territories
will be familiar with these procedures The establishment of a Shareholding
Company should be done mn conjunction with recerving proper legal counsel

D RULES ON INCREASING AND DECREASING THE SHARE
CAPITAL
L] A Shareholding Company may increase its share capital 1f the

oniginal share capital has been completely covered The resolution to
increase the share capital must be adopted by a 75 percent majority of
the votes represented at a general meeting of shareholders

u A Shareholding Company may reduce its share capital if 1t 1s 1n
excess of 1ts requirements, or 1f the company mcurs a loss and deems
1t advisable to reduce 1ts share capital to the value of its assets A
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resolution to reduce the share capital may not be adopted unless the
rights of third parties are safeguarded The reduction of capital must
be on the basis of a resolution adopted at a general meeting by a 75
percent majority of the votes represented at the meeting

E LoaN DEBENTURES

Shareholding Companies may 1ssue loan debentures which are negotiable
documents that have a nominal value, are not divisible, and which are grven
to subscribers against amounts which they have advanced to the company as
a long term-loan Debenture financing must be obtained by means of an
invitation for public subscription Loan debentures entitle the holder to a
fixed rate of interest payable at prescribed times, and confers upon them a
right to collect the debt amount from the company’s assets

F DISSOLUTION AND LIQUIDATION

n In accordance with the law, no Shareholding Company can be
dissolved unt1l the liquidation proceedings have been completed

= By order of the court, the liquidation of a Shareholding Company
may be voluntary or compulsory

v LIQUID,

A Shareholding Company may be liquidated voluntarily in the following
cases

u When the fixed period for its duration expires, or when the objective
for which 1t was formed has been achieved (e g , constructing a
building), or when 1t 1s determuned 1mpossible to aclieve such an
objective, or

L By the adoption of a resolution at a general meeting to erther merge
with another company, or dissolve and hquidate the company

Upon the voluntary hquidation of a company, a company's properties and
other assets are applied to the settlement of its liabilities, and upon the
appointment of a liquidator, the board of directors cease to have any powers
except those sanctioned by the liqmdator

COMPULSORY LIQUIDATION

The court may order a hquidation of a Shareholding Company for any of the
following causes

20
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" The company 1tself resolves that 1t should be liquidated

= The company commuts a sertous violation of the law or 1ts articles of
association

= The company fails commence 1ts business within a year of 1ts

registration, or suspends 1ts business for a whole year

n The number of shareholders 1s reduced to less than two 1n the case of
a Private Shareholding Company, and to less that seven 1n the case of
a Public Shareholding Company

u The company 1s unable to pays 1ts debts

G PROCEDURES FOR SELLING SHARES IN THE WEST BANK

The general partners may decide not to offer shares for public subscription,
but cover the full value of the shares themselves or in conjunction with
others If all or some of the shares offered are not subscribed within three
months from the date offered, the general partners may, with the approval of
the controller, cover the shares which have not been subscribed

The general partners of a Shareholding Company must subscribe for a
minumum of 10 percent of the shares capital of the company The remaining
shares shall be offered for public subscription (purchase) by means of a
notice to be published 1n at least two daily newspapers, one week before
starting to sell the shares The notice must include the following

. The objective, capital and number of shares of the company

. The names, addresses and nationalities of the general partners,
and the amount of shares subscribed by each

. The value of any in-kind contributions given, plus the name(s)
of the person(s) who provided the contribution

. The period and terms of subscription, and the value of the
shares

. The name of the bank(s) 1n wiich subscriptions may be made

u Subscriptions must be made at one or more licensed banks and be

paid mnto the company's account, which will be opened by the bank
] Subscribers should receive a document that includes

. The specific number of shares subscribed (purchased)
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. The acceptance by the subscriber of the company's by-laws
and the articles of association
. The address of the subscriber

The peniod of subscription cannot be less than 20 days or more than
three months

If during the prescribed period subscriptions do not amount to two-
thurds of the shares offered, the general partners may extend the
period of subscription by three months

If by the end of the extended period, subscriptions still do not amount
to two-thirds of the shares, the general partners must esther cease their
efforts to form the company or reduce its capital

If the formation of a company 15 given up, the banks i which the
funds were paid by the subscribers must immedsately refund all
monies collected

If the capital 1s reduced, the subscribers must be given a period of one
month to either confirm or cancel their subscriptions If after this
period, the subscriber does not cancel the subscriptions, the oniginal
subscriptions will be deemed confirmed

If the formation of a company 1s not achieved, the general partners
will be jointly and severally hable for the expenses which have been
incurred 1n this regard

If 1t transpires that the subscriptions have exceeded the number of
shares offered the subscription(s) of the shareholders will be reduced
1n proportion to the respective subscription affected by each In
reducing the subscription(s), special consideration will be given to
shareholders subscribing to a small number of shares

Within one month from the closing date of subscription, the general
partners are required to

. Submut to the controller a declaration stating the number of
shares subscribed and payments from the subscribers have
been received and enclose the relevant bank documents

. Submut the controller text of the notice calling for
subscriptions a list showing the number and names of the
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shareholders, and the amount of the shares subscribed by
each

. Summon the subscribers and the general partners to a
statutory meeting within two months from the closing date of
subscription If the general partners fail to convene such a
meeting, the controller will do so at the partners' expense

] The statutory meeting will be presided over by one of the general
partners who will be elected at that meeting, and who will conduct
the meeting, sign the minutes, and send a copy to the controller at the
end of the meeting

] The presence at a meeting of shareholders holding one-half of the
total shares subscribed constitutes a quorum Resolutions adopted at
the meeting must be by consent of two-thirds of the shares
represented at the meeting Each shareholder has one vote for each
share held

| At the first statutory meeting, the Board of Directors and auditors will
be elected

n After the final formulation of a Shareholding Company, the
shareholders should be given provisional share warrants stamped with
the company seal and signed by the persons authorized to sign on
behalf of the company Share warrants must include the following
particulars

. The name of the shareholder, the number of shares and the
number of installments
. The nstaliments which have been paid and the date of

payment
. The serial number of the provisional warrant and the number
of shares 1t covers
. The caprtal and head office of the company
L] The subscriber or shareholder 1s a debtor of the company for the

amount which has not been paid on the specified shares

There are many other rules and regulations which appear n the law It 1s
wise to consult with an attorney so that all of these rules and regulations are
fully understood
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H BoaARD OF DIRECTORS

A Public Shareholding Company's Board of Directors must have at least five
members and not more than eleven

If the number of shareholders 1n a Private Shareholding Company 1s less than
20 people the form of 1ts management will be decided by the partners, just as
1n the case of an Ordinary Company If there are more than 20 shareholders,
the company must elect a Board of Directors with a mimmum of two
members and a maximum of five, which are to be elected in the same manner
as the board of directors of a Public Shareholding Company

The term of office for the board of directors 1s limited to four years, and wall
terminate automatically upon the election of a new board of directors A
general meeting must be held within a period of three months afier the
termination of the term to elect new members to the board The company's
articles of association should specify the minimum number of shares needed
to qualify a shareholder to serve on the board of directors

A public corporate body, such as a municipality or government agency which
15 a shareholder 1n a company, may appoint a representative to the board of
directors as agreed upon by the parties concerned Such representatives
enjoy the same rights and are subject to the same duties as other board
members, but they can not participate as shareholders 1n the board's election

The election of the members of the board of directors by the shareholders 1s
by secret ballot No person may become a member of the board of directors
of any company 1f convicted of

. Any felony, and/or
. A misdemeanor mmvolving morals, stealing, fraud, abuse of
confidence, forgery, bankruptcy, or perjury

During the first month of the company's fiscal year, it must submut to the
controller a list of the board members providing information on their
nationality age profession, amount of capital shareholding(s), the date
elected, and the date his/her term will expire  The company must notify the
controller of any changes to the list within one month

A person may not be a member of a board of directors for more than three
Public Shareholding Companies, and may not be manager of more than one
Pubhic Shareholding Company
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A person less than 21 years old may not be a board member A person who
occupies a public post may not become a member of the board of directors of
any company, except mn the capacity as an appointed representative of a
government body

The articles of association may requure that at least half of the members of
the board of directors should be elected from the general partners of the
comparny

Every board member and the company's manager must submzt to the board of
directors at 1ts first meeting a statement specifying the number of shares
personally owned, plus shares owned 1n the name of a spouse or mmor
children Each member must notify the board of any change which may
occur 1 the ownership of these shares within two weeks from the date on
whach such a change occurs

A company may not advance a cash loan of any kind to any of the members
of 1ts board of directors This does not apply to banks and trust companies,
which may, 1n the course of regular business, advance loans to the members
of the board of directors on the same terms as to other ordmary clients

The board of directors has the power and authority to perform any acts which
would ensure the running of the business of the company mn accordance with
its objectives The board will be bound by the directions of the shareholders
and may not violate any of the resolutions adopted at general meetings, or the
articles of association, nor the provision of the law

I  FINANCIAL REPORTS

‘Within three months from the end of the financial year, a shareholding
company 1s required to prepare an audited balance sheet and profit and loss
statement The board must also prepare a report contaiming adequate
explanations of the main 1tems of income and expenditure These
statements, together with the auditor's report, must be sent to every
shareholder by registered post with a notice convening the ordinary general
meeting, at least fourteen days before the date of the meeting The notice of
the meeting must contain the agenda for that meeting

A public company's board of directors must publish within two months from
the date of the general meeting, the balance sheet, profit and loss account,
and a summary of the report by the board i one of the daily newspapers
Private Shareholding Companies and compames which at the time of
formation did not offer shares for public subscription are exempt from
publishing financial reports to the general public
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The board of directors 15 required to convene a meeting within one week of
being elected 1n order to elect a chairman and vice chairman The board
should also authorize one or more members who will have the authority to
sign jointly or separately on behalf of the company The company must also
furnish the controller with a copy of the resolutions electing the chairman
and vice-chairman within one week from the date of each resolution

The chairman of the board of directors 1s the president of the company, and
will represent 1t to third parties and before all the authorities The chairman's
signature will unless otherwise provided by the articles of assoctation, bind
the full board of directors insofar as the relations of the company are
concerned with third parties

The chairman or any other member of the board of directors may, by a two-
thirds majority resolution of the board assume the post of general-manager,
deputy general-manager or assistant general manager of the company

The members of the board may not occupy a post in the company for a salary
or compensation unless the articles of association provide otherwise In such
case the board of directors by a two-thirds vote majority will determine the
amount of salary or compensation

J ORDINARY GENERAL MEETING OF STOCKHOLDERS

An ordinary general meeting open to all shareholders must be convened at
least once annually by the board of directors, on the date specified in the
articles of association provided that such a date will be no later than four
months after the company’s financial year ends An ordmary general
meeting 15 not be deemed legal unless a quorum of shareholders holding
more than one-half of the shares of the company 1s present at the meeting If
no such quorum 1s present then a second meeting will be deemed legal
regardless of the number of shares represented Resolutions will be adopted
by an ordinary majority of the shares represented at the meeting Agenda
items requtred to be covered at the general meeting are highlighted below
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) __AGENDA FOR ORDINARY GENERAL MEETING
- ¥
. REPORT OF THE BOARD OF DIRECTORS
. HEARING OF THE REPORT OF THE COMPANY'S AUDITORS
ON THE COMPANY'S STATE OF -AFFAIRS ACCOUNTS AND
BALANCE SHEET -
. DISCUSSION AND APPROVAL OF THE ACCOUNTS AND
BALANCE SHEET OF THE COMPANY
; U DETERMINATION OF THE PROFITS TO BE DISTRIBUTED ON
THE BASIS OF THE RECOMMENDATIONS OF THE BOARD
. DISCUSSION OF PROPOSALS TO BORROW FUNDS
CREATE A MORTGAGE OR GIVE GUARANTEES
K EXTRAORDINARY GENERAL MEETINGS

An extraordnary general meeting may be convened by the board of directors
directly, or on the basis of a written request notifying the board of directors by
the shareholders holding not less than one-quarter of the company’s shares, or
a written request from the controller or the company’s auditors based on an
application submitted by not less than 15 percent of the shareholders of the
company, provided the controller 1s satisfied with the reasons thereof

An extraordinary general meeting 1s not legal unless a quorum of shareholders
holding more than one-half of the shares of the company 1s present at the
meeting If no quorum 1s present for the first meeting, then the presence of
shareholders holding a minimum of 40 percent 1s necessary to constitute a
quorum at the second meeting If no such quorum 1s present, the meeting will
be canceled regardless of the reason(s) for calling such a meeting

At a meeting calling for the dissolution and hiquidation of the company, a
minimum of two-thirds of the company’s shares must be represented

Resolutions can be adopted by a two-thirds majonty of the shares represented
at an extraordinary general meeting, each share being entitled to one vote

Notwithstanding this, resolutions can be adopted by a 75 percent majonty of the
shares represented at the meeting 1n the following cases
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Amendment of the articles of association

Merger of the company with another company or institution
Dissolution and hquidation of the company

Dismissal of the chairman or a member of the board of directors
Transfer of the company’s head office to a place outside of the West
Bank

If the agenda of an extraordinary general meeting includes the amendment of
the company's by-laws or articles of association, the proposed amendment must
be attached to the agenda and enclosed with the invitation to the meeting 1n
order to give the shareholders time to study the amendment 1n advance

PRIVATE SHAREHOLDING COMPANIES IN THE WEST BANK
A ARTICLES OF ASSOCIATION

The by-laws and articles of association of a Private Shareholding Company
must include the provisions highlighted below

yomy

ARTICLES OF ASSOCIATION
PRIVATE SHAREHOLDING COMPANIES

T Y T arenk | WRe W Seegmeper {7 mveme e TS W ame s e - —— - ~

. MEMBERSHIP IS LIMITED TO A MINIMUM OF TWO AND A
MAXIMUM OF 50 PERSONS

. THE RIGHT TO TRANSFER COMPANY SHARES IS
RESTRICTED
b THE GENERAL PUBLIC MAY NOT BE INVITED TO SUBSCRIBE

TO THE COMPANY'S SHARES OR LOAN DEBENTURES

If a Private Shareholding Company changes 1its articles of association
excluding any of the statutory requirements 1n accordance with the section
above, 1t will lose 1ts status as a private company from that date on which
such alterations occur The company must, within 14 days from that date,
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submut the necessary documents to the Controller to adjust 1ts legal position
to that of a Public Shareholding Company *

B CONVERTING FROM A PuBLIC TO PRIVATE SHAREHOLDING
COMPANY

Any Public Shareholding Company may register 1iself as a private company
1n the following way

= It must amend 1ts articles by a resolution adopted at a general meeting
1n such a manner as to bring the articles of association mto
conformity with the provisions of the preceding section

n It must submut to the controller an apphcation with a copy of the
amended articles and the resolution adopted at the general meeting

L The controller may approve or reject the application to register a
Public Shareholding Company as a Private Shareholding Company

u When an application has been approved by the controller and after
paying the statutory fees, the company may register as a private
company (See Appendix B for sample forms ) The company must
also publish a notice of such registration 1 the newspaper

B  REGISTERING A COMPANY IN THE GAZA STRIP

All companies 1n Gaza must be registered by a lawyer according to the provisions of
the Shareholding Compames Law (Number 18 of 1929) and the Ordmary
Companies Law (Number 19 of 1930) Papers and articles for the company must be
signed by the general partners and/or shareholders mn front of a lawyer who can
certify the signatures to the Registrar of Compames Documents must be subrmutted
in Arabic The Regstrar 1s located at

al-Wahid: Street

Mujamat al Mahkame Building
Rimal - Gaza

tel 07/820-266

“The registration of a public sharcholding company as a private shareholding company will not in any
way affect 1ts rights and responsibilities m relation to any debt or hability which arose prior to such registration
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| MEMORANDUM OF ASSOCIATION

The first step in registering any type of company 1n Gaza 1s to prepare a
Memorandum of Association This memorandum must reflect the agreement
between two or more people who have decided to register a company Seven or
more people must be registered as a Public Shareholding Company, while less than
seven people can register a Private Shareholding Company This memorandum of
association must be prepared for all kinds of companies Information required in the
memorandum of association 1s highlighted below

MEMORANDUM OF ASSOCIATION

. THE NAME OF THE COMPANY

° THE OBJECTIVES OF THE COMPANY

. A STATEMENT IF THE LIABILITY OF ANY PARTNER IS LIMITED

» INFORMATION ON THE AMOUNT OF SHARE CAPITAL. THE AMOUNT

REDEEMABLE AND UNREDEEMABLE (IF ANY)

. IN THE CASE OF A COMPANY LIMITED BY GUARANTEE A
STATEMENT MUST BE ADDED THAT EACH MEMBER UNDERTAKES
TO CONTRIBUTE TO THE ASSETS OF THE COMPANY IN THE EVENT
OF ITS BEING DISSOLVED OR WITHIN ONE YEAR AFTERWARDS

The Memorandum of Association must be submutted on a special form, and 1t must
be executed by all partners or subscribers in the presence of an attorney The
memorandum must be typed, divided 1nto paragraphs that are numbered
consecutively, and bear a tax stamp valued at one half an Egyptian pound No
subscriber of the memorandum of association may possess less than one share, and
each subscriber's name must be written next to the number of shares possessed A

company may not amend its memorandum of association unless approved by the
Company Registrar
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2 FEES
The fees for registering a company 1n Gaza are

n 1 percent of the company's capital
n A nomunal publishing fee

Upon the registration of the memorandum of association, and upon the payment of
the fees, the registrar of compames will 1ssue a certificate which certifies that the
company 1s incorporated In the case of a Limited Company, this will certify that
the company 1s hmrted

3 GENERAL RULES

= From the time of incorporation, the company 1s treated as a corporate body
with the name contained 1n the memorandum of association Subscribers are
able to exercise all of the functions of an mcorporated company, and have a
common seal Liability rests with the partners to contribute to the assets of
the company 1n the event of dissolution or bankruptcy

n A company may not be registered by a name 1dentical with that of another
company or partnership 1n existence in the Gaza Strip, or closely resembling
the name of another company

4 MANAGEMENT RULES

All of the statutory rules for managing compamies in Gaza are the same as those in
the West Bank, except

= With regard to Shareholding Companues, there are specified dates and time
periods for 1ssming documents with the names and amount of shares held by
each subscriber This should be done periodically and regularly according to
the requirements This can be done by an attorney for the company familiar
with the procedures

] Shareholding Companies can increase share capital by the 1ssuance of new
shares, consolidate and divide shares into larger amounts than the existing
shares, convert all or any unpard shares into stock, and reconvert stock into
paid-up shares of any denomination, subdivide shares, or cancel shares
which have not been taken or paid up A cancellation of shares does not
constitute a reduction of the share capital
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" If a company wishes to reduce the size of 1ts share capatal, this must be done
through an application to the Civil Court 1n Gaza

u The mimimum capital for a Shareholding Company 1s U S $ 100,000

u For all companies registered in the West Bank® that wish to open a branch 1n
Gaza the procedure 1s the same as registermg a new company 1n Gaza,
unless the company registered 1 the West Bank already has partners who are
residents of the Gaza Stnip I this 1s the case, there 1s no need for a new
registration

n Companies that want to operate 1n both Gaza and Jericho need only register
in one place (Gaza or Jericho)

L] Every company must have at least two directors A director will not be
entitled to any remuneration except as provided by the memorandum of
assoclation

5 PROSPECTUS FOR SHAREHOLDING COMPANIES IN GAZA

Every prospectus 1ssued by or on behalf of a Shareholding Company must be filed

for registration with the Company Registrar The prospectus must contain the
following

L The text of the company's memorandum of association including the names
of the directors, shareholders and the amount of shares that each holds

The number of shares offered and their value

Where shares are offered to the public for subscription

The amount payable on application and allotment of each share

If the shares of the company are divided 1nto different classes of shares, the
rights of those shares in terms of voting and receipt of dividends

It 1s not legal to 1ssue any form of application for shares unless the form 1s 1ssued
with a prospectus which complies with the regulations stated above

S BORROWING POWERS AND SECURITY

Every company 1s entitled, subject to 1ts articles of association and its by-laws, to
pledge 1ts moveable property and to mortgage any of 1ts property, including 1ts
unsubscnbed shares as security for hiabilities, either present, future or contingent

®Companies which want to be registered n both Jericho and Gaza need only register n exther Gaza or
Jericho and not 1n both places
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CHARPTER 3 REGISTERING A BUSINESS

C ~ PROCEDURES FOR REGISTERING.A FOREIGN COMPANY

Foreign companies, mcluding their subsidiaries, representatives and branch offices,
can legally conduct business n the Palestinian territories They are requured to
comply with the same registration procedures as Palestiman companies, that 1s, they
must submit an application along with corporate documents to the Companies
Registrar The registration fees for foreign companies are

InGaza US$74

In the West Bank

With capital exceeding JD 1 milhion, approximately JD 1,000
With capital less than JD 1 mullion, approximately JD 500
Service fee of U S § 95

In Jericho

With capital exceeding JD 1 million, approximately JD 500
With capital less than JD 1 million, approximately JD 250
Service feeof US $ 95
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A~ LEASING RROPERTY IN THE WEST BANK
I PROCEDURES FOR LOCAL RESIDENTS

The legal status should be clarified before agreeing to lease property This
mformation can be obtained from the Lands Registry Department of the Civil
Admimstration ¢ Lands Registry Departments, which are located in each mayor city
of the West Bank, will only agree to 1ssue the mformation m the presence of the
owner Military Order Number 1271 from March 29, 1989, stipulates that the owner
must hold at least 51 percent of the property in order to legally lease the property
The lessee should obtain all documentation from the owner to verify the owner's
right to lease the property All property documentation mcludes a sertes of numbers
which mclude the block number and the specific land parcel number within the
block A specific flat within a building will also be designated by an addrtional
reference, erther a number or a description of the flat (e g, the second floor of a
three-story buillding, etc )

A contract 1s then wntten between the owner and the tenant A sample lease can be
found in Appendix C The lease should contain at least the following

. The exact location of the property and 1ts registration number

. A full description of the property, its size, how many rooms, etc
. The name of the owner

. The name of the tenant

. The agreed amount of rent

. The method of payment of rent and the period of payment

. The duration of the agreement

. Any additional contractual matters relating to the upkeep of the

property, the night to make changes 1n or on the property, the
payment of utilities and urban taxes, etc

°Followmg the transfer of authority from the Civil Admimustration to the PNA, much of the
information that 1s housed mn the Lands Planning Department and Lands Registry Department will be located 1
the Ministry of Planning
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CHAPTER 4 PROPERTY RIGHTS

2 PROTECTED TENANTS LAW

Leases 1n major cities of the West Bank are protected under the Protected Tenants
Law which means that an agreement of one year 1s effectively a life-long agreement
unless there 1s a substantive breach of contract, in which case 1t can be canceled by
the owner The law also states that the amount of rent that 1s agreed upon at the time
of rental will 1n effect remain level throughout the life of the lease Historically, this
law has not applied 1n the Gaza Strip or in villages of the West Bank, however,
many villages 1 both the West Bank and Gaza are now leasing under this law

If a tenant fails to pay rent for six months or more, through a notary public the owner
can 1ssue an official letter demanding that payment must be made within 30 days If

no payment 1s made within 30 days, the owner can request the court 1ssue an
eviction notice

3 PROCEDURES FOR LEASING PROPERTY TO A FOREIGNER

The procedures for leasing property to a foreigner in the West Bank are based on
Jordamian Law Number 40, 1953 The same procedures apply as stated above
except that

n The term of the lease 1s limited to a period of three years At the end of the
term the foreigner must receive a permit from the regional commander 1n the
Civil Admimstration in order to extend the lease If a permut 1s not properly
recetved and the procedures closely observed, the lease becomes null and

void If approval 1s obtained, a new lease can be drawn up and the rental
condttions renegotiated

B FROCEDURES FOR PURCHASING PROPERTY IN THE WEST
BANK

| DETERMINING OWNERSHIP

The property's legal owner and zoning status should be established before entering
into an agreement to purchase land Information regarding ownership status can be
obtained from the Lands Registry Department of the Civil Adminmistration The
main West Bank office 1s located in Ramallah, while regional offices are located in
each major city  Almost all land that 15 located within the boundaries of the major
cities m registered 1n these offices, so 1t 15 unlikely that the office would not have
information on a particular parcel of land The Lands Registry Office wall only
release information to the legal owner(s) of the property or to someone with a valid
Power of Attorney (see Appendix C) from the land owner The land owner or holder
of Power of Attorney must present all documents which prove his ownership of the
property It 1s important to note that all property documentation includes a series of
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numbers which mclude the block number and the specific land parcel number within
the block A specific flat within a building will also be designated by an additional
reference, either a number or a description of the flat (e g, the second floor of a
three-story building, etc )

Land located 1n the villages of the West Bank, however, may not be formally
registered and 1t may be difficult to determune the exact legal status of the land
beyond the documentation presented by the owner In this event, a local attorney
familiar with the village should be consulted

2 ZONING

The amount of land zoned for industry commerce and housing 1s very limited 1n the
West Bank Much of the land 1s zoned for agriculture or open spaces meaning that 1t
15 1llegal to erect structures on the land Zoning information can be obtamned from
the Land Planning Department of the Civil Administration, from the Engineer's
Department in each municipality, or from the village mukhtar In many places n the
West Bank, there 1s no up-to-date zoning plan

3 SALES CONTRACT

After all prehminary research 1s completed, a contract 1s then written  All contracts
for the sale of land must be notarized by the notary public and filed with the Land
Registry Office  The Land Registry Office will investigate the status of the land
which, 1f everything 1s 1 order, will then 1ssue a writ within 20 working days to
transfer the deed At the time of transference fees must be paid to the Land Registry
Authority The fees are calculated as follows

= Land with no building or substantial structure on 1t 1s calculated at 5 percent
of the appraised value The public appraiser from the Land Registry Office
determines the value of the land

n Land with a building on 1t 1s calculated at 6 Jordanian Dinar per square meter
of the building 1tself

It 1s important to note that there are no stipulations under current law in which an
indrvidual can have direct ownership of an individual apartment 1n a building,
whether 1t 1s an office or a residential apartment When someone "purchases” an
apartment, they are actually buying shares in the building These shares are not
directly linked to any specific unit in the building, but rather represent a percentage
of the entire bullding (see Appendix C, "Sample Contract for the Sale of an
Apartment)
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C PROCEDURES FOR BUILDING ON PROPERTY OR RENOVATING
EXISTING BUILDINGS

This procedure 1s relatively simple if the bulding 1s constructed within the zoning
plan for the city or village 1n question The owner of the property must submat full
architectural and engineering plans to the Municipal Engineer's Office  Ths office
will then 1ssue a license for building to begin or request changes to the plan
Regulations may vary shightly from town to town, so 1t 1s best to check with the city

engineer or the village mukhtar prior to spending money on architectural and
engineering plans

Building on leased land 1s permitted as long as 1t 15 legally permitted by the owner of
the land Unless otherwise stated under current law the owner of the land 1s also
considered the legal owner of the bulding(s) However under most circumstances,
the nights to the building are given to the developer of the property for a set period of
time after which the rights revert back to the land owner

D PROCEDURES SPECIFIC TO GAZA

The relevant law used in Gaza regarding purchasing and/or leasing property 15 the
Law of Ownership of Property which dates to the British Mandate period
Although 1t 1s not the same law as that used 1n the West Bank, it 1s very similar
Most of the procedures mentioned above are relevant for Gaza but 1n every case,
one 1s cautioned to double check the local laws and procedures The principal
differences are noted below

LEASING

The Protected Tenants Law has historically not applied to Gaza, however, some
villages are now requiring that leases be written under this law  Generally, leases in
Gaza can be limited by time and evictions due to failure to pay can be easily
processed through the courts The Protected Tenants Law does not apply to cases in
which furnished property 1s leased

STATE OR AL AMIR! LANDS

These lands are under the control of the Ministry of Planning and the Ministry of
Local Governments In some cases, these lands are under the control of the local
municipalities and can be leased through them

FOREIGN OWNERSHIP OF LAND

Foreigners cannot own property 1n Gaza
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CHAPTER 5

UTILITIES

The Civil Admimstration 1n Beit El has final responsibility for all utility hook-ups in
the West Bank Utility connections are made only after the company 1s registered,
all licenses and approvals are obtained from the authorities, and all tax files are
opened All new bulding plans must be approved by the munmicipality This
approval must then be submutted together with the request for electricity, water and
telephone

The Minustry of Economy, Trade and Industry 1s responsible for approving the
connection of electricity, water, waste, and telephone in Gaza and the autonomous
areas of the West Bank All of these applications can be made through the offices of
the Ministry m Jericho and Gaza

A  TELEPHONE

In the West Bank, all telephone services are provided through an Israeli company,
Bezek Telephone lines are very difficult to obtain  Often, new businesses are
forced to rely on cellular telephones, which are readily available throughout the
Palestiman Terntonies Cellular phones and hines are available through private
compames There are two major companies offering these services

+ Motorola 177-022-4000 (toll free), or 02/783594
+ Cellcom 177-022-0599 (toll free), or 09/599599

Both companies are based in Israel and use Bezek as the service provider Private
dealers sell phones and lines for both of these companies Contact the companies at
the numbers above for a list of dealers and service options

Long distance services are available from Bezek, AT&T and Sprint  Theur toll free
numbers are

¢ Bezek 199
¢ Bezek International 188
¢ AT&T 177-100-2727
¢ Sprint 177-102-2727
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B ELECTRICITY

Applications for electricity must be submitted to the local electricity company The
application should indicate specific needs with regard to the expected and planned
use of electricity The applicant must pay for the full cost of any electrical
infrastructure development including direct lines meters switches, etc  Three-phase
electric lines generally cost between NIS 6 000-10,000, but depending on the size of
the project costs can be sigmficantly higher For nstance, a new hotel project was

recently charged nearly NIS 200 000 for electrical lines, meters, switches and start-
up service

Recent prices for electricity in the West Bank were

+ Domestic use 100 kw NIS 17 27 plus 17% VAT
+ Commercial use 100 kw NIS 29 89 plus 17% VAT

Recent prices for electricity in Gaza were

+ Domestic use 1 kw NIS 042
L Commercial use 1 kw NIS 0 40

Recent costs to increase power supply in Gaza were

+ + 30 ampere NIS 500
) + 60 ampere NIS 1200
+ 35 ampere, 3 phase NIS 1000
+ More than 100 ampere NIS 8400
C WATER

| Gaza

An application must be registered with the water department of the local Gaza
municipality The price for registration 1s NIS 750

The recent prices for water were

+ 1-20 cubic meters NIS 0 50 per cubic meter
* 20 + cubic meters NIS 1 00 per cubic meter

Bills are 1ssued on a monthly basis The water department of the muncipality 1s
responsible for maintaining the water system
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2 WEST BANK

New applicants must pay all necessary expenses for new water infrastructure
including the cost of equipment and labor At the time of subnutting an application
for water, a fee of 162 50 JD must be paid to the Jericho Municipahty

Recent price of water was

+ NIS 0 50 per cubic meter

Bills are 1ssued every two months There 1s an additional monthly charge of NIS 5
charge for maintenance

In Jericho, a completed application form must be submuitted to the Municipal Water
Department The Water Department of Jericho 1s responsible only for projects and
customers within the municipal boundaries of Jericho Following approval of the
application, the municipality will 1ssue a contract for the supply of water

Recent charges for water registration were

* Insurance JD 50
+ Water meter reader JD 10
) Registration forms D205
¢ Registration tax stamps NIS 2

The application must be signed by the head of the Water Department and the
Treasurer of the Mumcipality Following the completion of all paper work, the
contract will be signed by the Mayor of Jericho

D GAS

Presently, gas 1s supplied to the Palestinian Territories by several Israeli companies
With the implementation of the new agreements, the PNA will have responsibility
for supplying all fuels to the Palestiman Territories Bottled gas, on the other hand,
will eventually be supplied by private companies which are currently being formed
Prices are adjusted according to the international market Gas 1s supplied n bottles
or tanks as required Bills are 1ssued on a monthly basis

The recent price for gas was

. NIS 1,200 NIS/ton of gas + 17% VAT
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; TAXATION *

Tax regulations i the West Bank and Gaza are based on Jordaman and British
Mandate laws enacted prior to 1967 Although the Palestinian tax system and
structure closely resembles that of Israel, there are some notable exceptions,
including personal income and value added tax rates, and tax incentives for
mvestment

A T INCOMETAXES < T T T o T

| PERSONAL INCOME TAX

Income 15 levied on wages or profits from any business occupation or transaction
and on icome from work, pensions, rents and real estate Income tax 1s also levied
agamnst the value of fringe benefits recerved from an employer Income tax 1s
withheld at the source from salaried employees and mdividuals earming wages
Personal credits and other deductions which the employee receives are factored into
the calculations for withholding Annual personal deductions and the tax rates
payable by Palestinian residents in 1995 were

PERSONAL DEDUCTIONS

T 0 SIS L SR, LY

CATEGORY

NON WORKING SFPOUSE

PER DEPENDENT CHILD
(to 5)
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TAX RATES

MONTHLY INCOME (N|S) TAX RATE
i S e T 5. 2

Up 1o 4 200 5%
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2 CORPORATE TAX

Palestintan companies and businesses are taxed at a rate of 38 5 percent regardless of
income level Thus rate 1s expected to decrease for tax year 1996 Taxes are levied
against income generated and/or earned in the Palestinian Territories and elsewhere
Deductions to income include losses, equipment depreciation, and business-related
expenses Business losses can be carried forward six years, and can be used to
reduce tax liability up to 50 percent of taxable income in any given year

3 DIivIDENDS

Dividends distributed in the Palestiman Territories to shareholders of a foreign
company are subject to 25 percent withholding Dividends distributed to
shareholders of a Palestiman company are not taxed, regardless of the nationahity or
place of residence of the individual stockholder Dividends paid out of profit are
taxable, whereas dividends paid after redistribution of capital are exempt from
taxation An automatic deduction of 25 percent 1s withheld at the source from
companies which own stock in another entity, unless the company obtains a
Deduction at the Source Certificate, which grants a reduction of up to 5 percent
Applications for these certificates are available from the district tax offices listed
Appendix A
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B VALUE ADDEDTAX (VAT ~ - . o & TR
A Value Added Tax of 17 percent 1s applied to all domestically produced goods and
services Financial institutions pay VAT on their wages plus profit at the standard
rate of 17 percent

Exceptions include tourst services, fruits and vegetables, and products that are
ultimately exported (including all raw materials and component parts)
Organizations that are registered as non-governmental mstitutions are exempt as
well Compames and nstitutions whose annual sales do not exceed NIS 36,000 are
also exempt from paymg VAT

I VAT PAYMENT SCHEDULES

The tax authorities have accounts at all foreign and domestic banks 1n the Palestiman
Territories, so businesses can pay VAT at any of these banks Payments must be
made monthly or bi-monthly, depending on the classification of the business

Only small and micro businesses can pay under the bi-monthly schedule The
definition of a small business 1s one wrth annual turnover of less than NIS 150,000
per year or businesses that have only one worker Tax owed for transactions during
a given month must be remitted by the 15th day of the third month For example,
VAT for transactions taking place 1n April must be remitted by 15 June

All other businesses must make monthly VAT payments Tax owed for transactions

during a given month must be remitted by the 15th day of the following month For
example, VAT for transactions taking place in April must be remitted by 15 May

2 VAT REFUNDS

Companies can apply for refund of VAT payments on all business start-up costs and
on goods that are exported Refunds take from one to six months to recerve
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Capatal gains are not taxed

D" TPAYROLETAX =~

P

No payroll tax 1s collected

45



CHAPTER 6 TAXATION

E PROPERTY TAX

Property tax in the West Bank and Gaza vary between localities Exemptions apply
to government and national mstitutions, public institutions, and the Umited Nations

Property taxes are applied using two separate systems one for municipalities and
another for villages In the West Bank, the tax 1s collected by the Civil
Admmstration, and 90 percent of the revenue 1s remitted to the municipality For
municipalities, there are two categories of property -- buildings and vacant land
(including agricultural land) The village system of property tax apphes only to
irigated land  Each village maintains their own schedule of rates The tax paid
depends on what type of crop 1s grown and the land area in cultivation

Assessments determine the base for the mumcipal property tax The law calls for
periodic reassessments every five years, but this has not been maintained 1n many
cases Vacant land 1s taxed using the assessed value of the land as the basis For
buildings, the basis 1s the assessed rental value of the property which depends on

actual rental value, location, and type of structure

Although rates vary from locality, the tax rate for buldings 1n the West Bank 1s
generally 13 6 percent of the assessed rental value For vacant land, the assessed
rate 15 0 6 percent of the assessed land value In Gaza the rate structure also varies
shightly from locality For buildings the rate 1s 15 percent of the rental value of a
building, 9 percent of that total 1s assessed on the tenant, with the other 91 percent 1s
assessed on the owner For vacant land, the rate 1s 15 percent of the imputed
production value of the land

F INTEREST AND PENALTIES
Taxpayers making late payments face several potential penalties

s All late payments incur a penalty of NIS 107 for each week or part thereof
during which payment 1s 1n arrears The amount of this penalty 1s fixed
regardless of the amount of tax owed

" Taxpayers which are 1n arrears for more than two weeks face a penalty of
one-quarter of one percent of the amount that 1s due

- If an mvestigation 15 required as determined by the tax authorities, then an
administrative penalty of as much as one percent of the taxes owed 1s levied,
depending on the scope of the investigation

L] An mterest or indexation penalty can be levied by the tax authorities 1if, in
their determination there 1s ground for such a penalty
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G.” REGISTRATION AND TAX FORMS

Registration with the VAT and Income Tax Offices must take place before
commencement of business activity Documents necessary for registration include a
photocopy of the registrant s identity card and a photograph For firms setting up
new accounts, they must present an original power of attorney authorizing the

representative to open the account(s) in the name of the company (See Appendix D
for copies of some of the most commonly used tax forms )
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The Palestimian Terntories have inhented a rich legal tradition, drawing upon
Ottoman, British Mandata and Jordaman legal systems and reflecting Islamc,
civihan and common law principles To many, this diversity seems confusing, but
the existing legal framework protects and defines property nights, and establishes
rules for business entry and exit and market operations Already, work 1s underway
to review and update existing laws to make them more consistent with an
mternational business environment, and these reforms will gain momentum
following the Palestiman elections m January, 1996 It 1s expected that, over time,
the differing legal codes governing Gaza and the autonomous West Bank will be
merged mnto a single code for the Palestiuan Territories Resolving business
disputes can be handled through the court system or through alternative dispute
mechanisms, which are discussed below

¥ * - LA St Ty

A* FORMAL COURT SYSTEMS ' - N
The civil courts 1n the Gaza Strip operate under British Mandate laws (Courts
Ordinance of 1940, and the Magistrates” Courts Jurisdiction Ordmance of 1947) and
are, like the courts in Jericho, under the admimstration of the Palestiman National
Authority  The civil courts 1n the Gaza Strip and the autonomous areas of the West
Bank are arranged 1nto a three tier system

u Magstrates’ courts exercise jurisdiction over small claims cases (not
exceeding 500 British pounds) and land use disputes such as right of passage,
right for drinking water, evacuation of tenants, and claims for the division of
property (wheth'er land or movable) regardless of 1ts value

[

n Dastrict courts hear all other claims that are not within the junisdiction of the
magistrate courts, thus exercising a residual jurisdiction, and they may also
serve as appeal courts over certain classes of magistrate court decisions

o The High Court 1n Gaza City, sitting as a court of cavil appeal, may hear
appeals from any lower court in Gaza or Jericho The high court may also
exercise origmal jurisdiction over certain limited classes of cases which may
be brought before 1t
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CHAPTER 7 CONTRACT ENFORCEMENT AND DISPUTE RESOLUTION

The Gaza Strip presently has two district courts (both 1n Gaza City, a third 15
planned for Khan Yunis) and three Magistrates’ courts Judges 1n all three tiers are
appointed by the PNA

The civil court system 1n the non-autonomous areas of the West Bank operate under
Jordaman laws (Law of Courts of 1952 and Magistrates’ Courts Law of 1952), as
amended by [sraeli Military Orders Today this system 1s composed today of three
tiers magistrate district and court of appeals whereas before 1967 there used to be
a higher court known as the court of differentiation or tamyeez which was both a
court of appeal and the supreme court of justice Milhitary Order #412 dismantled
this hugher court and transferred some of 1ts jurisdictions to the court of appeals, and
Military Order #164 prevented the court of appeals to practice any junisdiction

against the Government of Israel or the [sraeli army, or any of their organs or
workers

In the non-autonomous West Bank, courts have the following junisdictions

" Magistrates’ courts adjudicate small claims (up to JD 250) but also land
usage disputes such as right of passage, nght for drinking water, evacuation
of tenants and claims for the division of property (whether land or movables)
regardless of 1ts value

u District courts hear all other claims that are not within the jurisdiction of the
magstrate courts thus exercising a restdual jurisdiction, and they also may
serve as an appeal court over certain classes of magistrate court decisions
The appeal court in Ramallah, sitting as a court of civil appeals, can hear
cases on appeal from all West Bank civil courts except for those i Jericho

which, as mentioned above, are subject to the appellate review of the High
Court 1n Gaza

District courts presently exist in Gaza, Nablus, Ramallah, Hebron, and Jericho
Magistrates’ courts exist in most significant cities and towns It 1s important to note
that Military Orders have prevented the civil courts from hearing almost any case or
dispute with the government concerning registratton of land or land transactions,
government property, customs, income tax, trade mark registration, exploitation of
natural resources, registration of companies, and control of foreign currency These
cases are heard in front of Israeli appeal commuttees (pursuant to Military Order
#172), and their decisions are only recommendations to the general commander of
Israeli forces who can erther accept or reject their recommendations 1n whole or
part

Currently the Israeli military courts can remand any civil case from a non-
autonomous West Bank court to a military court This 1s most often done 1n cases
involving property disputes and other disputes involving an Israch party In
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CHAPTER 7 CONTRACT ENFORCEMENT AND DISPUTE RESOLUTION

addition, certain types of civil cases, like the above-mentioned ones that are outside
the jurisdiction of the civil courts, or involve Israeli authorities or questions of
fundamental rights, can be brought before the Supreme Court of Israel

At this time, 1t 15 unclear to what extent this picture will be changed by the
implementation of further agreements between Israel and the PNA However, 1t 1s
reasonable that the junisdiction of Israeh military courts and the Israeli Supreme
Court 1n the West Bank will be sigmficantly reduced once Israel forces redeploy
from Palestinian cities and towns At the same time, the PNA may retamn the appeal
commuttees until such time that they are brought into the civil courts system

B ALTERNATIVE DISPUTE RESOLUTION MECHANISMS

Alternative dispute resolution (ADR) 1s the mechamsm of choice for resolving
commercial and business disputes in both the West Bank and the Gaza Strip The
primary reason for the current extensive reliance on ADR 1s the resignation of
Palestiman court officials and police during the mrifada  Durmg a period of political
and legal mstability, ADR mechanisms were thought to provide greater convenience
and predictability than the courts Generally, social forces in the West Bank and the
Gaza Strip create an atmosphere m which the parties are obliged to abide by the
decisions arrived at through ADR without resorting to the legal system Of course,
this social enforcement mechanism 1s only fully effective with regard to people who
are rooted 1n the local society

ADR mechanisms presently in use 1 Gaza and the West Bank are arbitration,
mediation, and less conventional methods of dispute resolution Arbitration laws
exist n both Gaza (Palestine Arbitration Ordmance of 1926) and the West Bank
(Jordaman Law of Arbitration of 1953) providing for enforcement of arbitration
agreements and arbitration awards In the absence of an arbitration clause 1n a
contract, arbitration 1s used when there 1s a case 1n court and the parties decide to
submut the dispute to arbitration before proceeding further Decistons or settlements
reached through arbitration have the same effect as a court order

In Gaza, serm-formal (e g , mnstitutionalized) arbitration 1s available through the
Palestine Chamber of Commerce Less formal mediation 1s available in both Gaza
and the West Bank Mediation, used n both the West Bank and the Gaza Strip, 1s a
less legalistic alternative to arbitration in which the parties choose to participate of
their own volition and m which the solution to a given conflict, if any, 1s determmed
by the mvolved parties with the assistance of a neutral third party

Various ndividuals 1n the Gaza Strip and the West Bank are available to act as
arbitrators or mediators Furthermore, there are currently a number of efforts being
made to provide specialized traiming, often 1n Europe or North America, to increase
the number of trained Palestiman experts 1n alternative dispute resolution Various
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CHAPTER 7 CONTRACT ENFORCEMENT AND DISPUTE RESOLUTION

imitiatives are presently being coordinated to create new arbitration and mediation
mechanisms 1n the Palestiman Territories, as well as elsewhere 1n the region

In addition to arbitration and mediation ADR mechanisms used in the West Bank
and the Gaza Strip include conciliation procedures known as the sulha ishraa system
which have the considerable force of cultural tradition behind them If a dispute
emerges between individuals or businesses, 1t 1s brought to one or more of the
community’s respected elders, some of whom are former judges or others with legal
traimng These commumty elders hold prestige by virtue of age, community
influence, and reputation for fairness Sulha conciliations are typically treated with
respect and compliance by the parties involved

C ENFORCEMENT OF COURT DECISIONS

Laws creating mechanisms for the enforcement of court decisions are not lacking,
such as the Enforcement Law of 1952 which 1s i force in the West Bank The
outbreak of the ntifada, however, created a situation 1n which court decisions were
practically unenforceable for two main reasons First, enforcers were afraid of being
considered Israeh collaborators since Israel1 police were involved, and second, the
police just did not want to be evolved n civil disputes during the mnrifada, which had
increased the level of risk to them

According to reports from Gaza and Jericho, enforcement has improved dramatically
under the PNA's authority and following the introduction of Palestinian police The
absence of a Palestimian civilian police force 1n the West Bank, however, has meant
that judgments of West Bank civil courts (excluding Jericho) are practically
unenforceable The introduction of Palestinian police into West Bank cities and
towns following redeployment of Israeli military forces can be expected to increase
the likelihood that yjudgments will be enforced

|
Contracts often specify the jurisdiction or location for court proceedings or
arbitration 1n the event that legal action It 1s important to consult with a lawyer
familiar with the procedures for enforcing a court's decision Gaza or in the West
Bank in order to make sure that such an 1ssue can be transferred to a foreign forum
For example, the Jordanian Enforcement of Foreign Decisions Law of 1952,
prevailing in the West Bank, does not include 1n 1ts definition of enforceable foreign
court decisions a decision relating to land disputes In addition, this law gives the
local courts discretion to refuse to enforce a foreign court's decision if the foreign
country's laws do not reciprocate and allow for the enforcement of the local court's
decisions
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CHAPTER 7 CONTRACT ENFORCEMENT AND DISPUTE RESOLUTION

D BASIC GUIDELINES IN NEGOTIATING CONTRACTS . -
In general, reliance on contracts 1s most useful for doing business across borders
(including the green line), especially 1f the contract includes provisions for
arbitration, choice of jurisdiction , or choice of prevailling law Contracts are also
necessary where the value of the goods or services 1s hugh, and to specify mnsurance
and banking transactions The costs of enforcing a contract, particularly in the
formal courts and most particularly i the West Bank, can be relatively lugh in terms
of court fees and the time 1t takes to conclude a case Courts in the West Bank can
not compel witnesses to appear, given their lack of executive authority, nor can they
grant witnesses pernussion to cross army checkpoints when required  Finally, there
1s great confusion about the status of Israell Military Orders, which have
implications for the legal validity of many contracts, especially contracts for goods
or services which were forbidden under the Military Orders Resolution of these
1ssues wall have to awart clarification by the appropriate authonties

To miimize contractual problems, a few basic guidelines are suggested

u Check the references and reputation of the other party Contact people with
whom he/she has done busmesses Ask to review their audited financial
statements, 1f available Check their reputation for paying their expenses and
debts on ime Make sure that they are capable of upholding their contractual
responsibilities, including providing management or technical expertise

= Include penalty clauses 1n any contract so that the cost for breach of contract
will make the breach an uneconomical choice, thus decreasing the chances
for breach

u Use a local lawyer in writing a contract Foreign mvestors tend to prepare

their contracts with the help of their own lawyers that specialize m the
investor's field of business Nothing 1s wrong with that, but because of the
complexity of the legal system 1n the West Bank and Gaza, 1t 1s advisable to
consult a local lawyer 1n order to check the legal validity of the contract and
1ts specific provisions
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CHAFPTER B8

FINANCIAL SERVICES

P

Thas chapter surveys the banking and other financial services available in Gaza,
Jericho and the West Bank for Palestinian businesses and prospective imvestors
Section A provides an overview of

Banking 1n the West Bank and Gaza Strip

The role of Isracl1 banks

Information required to open an account
Information requured to apply for a business loan
Enforcing loan recovery

Bank supervision and nsurance

Section A concludes with a matrix of financial services offered by commercial banks
i Gaza and the West Bank, and a quick reference guide to credit terms offered by
commercial banks The banks included 1n the matrix are the following 7

ANZ Grindlays Bank

Arab Bank PLC

Arab Land Bank

Bank of Jordan

Bank of Palestine
Carro-Amman Bank
Commercial Bank of Palestine
Jordan and Gulf Bank
National Bank of Jordan
Palestine Investment Bank

A contact hist for commercial banks appears 1n Appendix A

7Two additional banks have not been mcluded n the matrix because their operations are too new or not
even started The first branch of the Egyptian Bank of Growth and Agricultural Credit opened i Gaza m
August 1995 The bank will provide agricultural loans to farmers and mtends to expand mto the West Bank as
the PNA s jurisdiction 1s expanded The Jordan-Kuwait Bank expects to open a branch m Nablus m the near
future
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CHAPTER 8 FINANCIAL SERVICES

Section B examines alternative sources of finance and provides information on their

credit and investment programs Organizations and programs highlighted 1n this
section include

American Near East Refugee Aid

Arab Development and Credit Company

Arab Technical Development Corporation
British-Palestiman Partnership Scheme
Economic Development Group

European Investment Bank

European Communuty Investment Partners
French Import Program

Islamic Banks

Palestiman Development and Investment Company
Save the Children Group Lending Program
UNRWA's Income Generation Project

USAID's Loan Guarantee Program

U S Government's Foreign Commercial Services

Section B concludes with a summary of these programs' credit terms A contact list
appears 1 Appendix A

A OVERVIEW OF BANKING

| BANKING IN THE WEST BANK AND GAZA STRIP

The Palestinian finance sector 1s dynamic and growth-oriented, as evidenced by the
number of new banks and investment companies that have been established recently
In addition 1imitial plans have been made for opening a Palestinian Securities
Exchange In 1994 the number of banking institutions operating in Gaza and the
autonomous areas of the West Bank doubled By mid-1995, the area was served by
10 commercial banks with 41 branches, and another 9 banks had plans to open
Supervision and regulation of banks in the Palestiman Territories is being transferred
to the recently-organized Palestinian Monetary Authority (PMA), which 1s
headquartered in Gaza City As yet the PMA 1s unable to operate in the full sense
as a central bank, but it 1s expected to increasingly have the authority, jurisdiction
and resources to do so

Many of the former.banking regulations and restrictions still apply in Gaza and the
autonomous West Bank, as yet, there 1s no Palestiman Banking Law ® A banking
law 1s expected to be introduced and ratified 1n about two years, in the meantime, the

®Such law 1s provided for in Article 7 Section 9 of the Agreement on the Gaza Strip and Jericho dated
4 May 1994
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laws of the Crvil Administration (a combination of British Mandate Law and Israeh
Military Orders 1n the Gaza Strip, and a combination of Jordaman Law and Israeh
Military Orders 1n the West Bank and Jericho) still apply, with some de facto
modifications introduced by the PNA The supervisory banks of all branches in the
non-autonomous areas of the West Bank remain the Central Bank of Israel or the
Central Bank of Jordan

All banks, regardless of country of origin and regardless of the location of their
branches, must have an Israeli correspondent bank to handle NIS transactions If the
branch 1s located in the West Bank, a correspondent Israeli bank 1s also required for
transactions mvolving money coming from or being transferred abroad (e g , letters
of credit) Branches in the West Bank must send a daily report to the Central Bank
of Israel The Arab Bank uses 1ts foreign currency deposits abroad to guarantee the
Israel bank’s role as correspondent

As yet, no bank whose head office 1s registered with the PMA may open a branch in
the rest of the West Bank or n Israel because they have no lender of last resort The
Palestintan Monetary Authority 1s expected to eventually take on this role, although
at present 1t does not have the financial power to do so

Branches 1n the West Bank may only deal in New Israel: Shekels and Jordaman
Dinars, they may not open accounts for their clients 1n any other currencies Ifa
client deposits cash or a cheque m foreign currency 1 a West Bank branch, the
client can only withdraw 1t from that branch in NIS or JD

Branches 1n the PNA may have foreign currency accounts without Israeli
supervision and without the need for an Israeh correspondent bank However, 1n
practice many branches in the PNA still prefer to use an Israeh correspondent bank
because goods coming mto Gaza and the West Bank still have to be imported
through Israel, and Israeli businesses typically refuse to accept guarantees directly
from Arab banks Thus, an Israeli correspondent bank must 1ssue these guarantees

For a bank to open a new branch 1n the Gaza Strip or West Bank, permission 1s
required from the Central Bank of Jordan (if a Jordaman-registered bank), the
Central Bank of Israel and the Palestinian Monetary Authority For a bank to open a
new branch 1n the non-autonomous West Bank, 1t requires permission from the
Central Bank of Jordan (if a Jordaman-registered bank) and the Central Bank of
Israel and, although 1t does not officially require permission from the Palestiman
Monetary Authority, most banks request this with a view to the future political
situation

Clearinghouse services in NIS are provided by the Israel correspondent bank (see
below), clearinghouse services i JD are provided within the banking system in the
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West Bank and Gaza 1tself with each bank involved in JD transactions holding JD
accounts 1n the other banks

2 THE ROLE OF ISRAELI BANKS

Before the mnfifada 28 branches of Israeli banks were operating on the West Bank,
but after 1987 therr number dropped to three, with two 1n Bethlehem and one 1n
Hebron By July 1995 there was only one branch left - the Mercantile Discount
Bank 1n Bethlehem Basically Israeli banks have ceased to operate directly in the
West Bank However Israeh banks still continue to play an active role as
correspondents  All banks operating in Palestine must have an Israeli correspondent
bank to provide the following services

FOREIGN CURRENCY TRANSACTIONS

. Purchase and sale of foreign currency aganst NIS
. Conversion of foreign currency at cross rates

. Incomung transfers

. Outgoing transfers

. Deposit of checks 1n foreign currency

. Issuance of bank checks

. Cash deposit and withdrawal

. Interest on deposit of funds 1n foreign currency

. Account maintenance

NIS TRANSACTIONS

The role of the Israeli correspondent bank 1s to provide a clearinghouse
service for 1ts Arab clients, however, n practice, Arab banks also keep their
NIS accounts with the Israeh bank rather than on their own premises

FOREIGN TRADE SERVICES AND TRANSACTIONS

. Import services - opening an account, collecting documents,
1ssuing and servicing letters of credit, 1ssuing guarantees, and
other general services (e g, returning of documents,
processing protest fees, etc

. Export services - openung an account, collecting bills of
exchange and other documents advising and transferring
letters of credit, and other related services

There 1s no standard model for the agreement between an Arab bank and its Israch
correspondent The banks must negotiate their own agreement, which is then
reviewed by the Bank of Israel
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The client 1s not directly involved 1n any of the transactions between the Arab bank
and 1ts Israeli correspondent The client informs his own bank which transaction he
wishes to make, and the Arab bank processes this request through 1ts Israeh
correspondent Service charges are usually calculated on a percentage basis, with a
mimmum charge applicable n each case

3 INFORMATION REQUIRED TO OPEN AN ACCOUNT

An mdividual who wants to open a bank account must simply present an Identify
Card or passport

A company that wants to open a bank account must present

u A certificate of registration from the Israeli Company Supervisor or the
PNA's Company Supervisor,

] Names and copies of Identity Cards or passports of persons authorized to
sign on behalf of the company, with evidence of such authorization, and

] Documents detailing the companies policies (such as the articles of

incorporatton and by-laws)
These requirements are the same regardless of the nationality of the applicant
4 INFORMATION REQUIRED TO APPLY FOR A BuUsINESS LoOAN

Typically, banks require the followmg information from an applicant for a business
loan

] Description of management history of the company

= Description of the company's services and products

n The names of banks and other financial mstitutions where the borrower has
accounts or which have made loans to the borrower m the past

| Information on the company, including number of employees and
wholesalers

u Financial information on the company, including sales figures, income and

expenses, assets, and current debts
» Purpose of loan
(] Proposed collateral
n Source(s) of repayment, including a market study 1f applicable

The 1nterest charged by the bank naturally varies according to the type of loan, the
risk of the project being funded, and bank policy The matrix at the end of this
section provides information on current interest rates
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5 ENFORCING LOAN RECOVERY

Most branches in the Palestinian Territories have only been in existence for about a
vear thus they have httle experience 1n enforcing recovery of bad debts The PNA's
loan recovery enforcement body 1s the Palestinian Preventative Security Force, in
the West Bank the official loan recovery enforcement body 1s the Civil
Admunistration but sometimes the Palestinian Preventative Security Force 1s
mvolved

Banks 1n the Palestinian territories tend to be cautious lenders, and they carefully
check the credentials background and reputation of potential borrowers In
addition, banks typically require that the value of collateral equals at least 100
percent of the loan Some banks are willing to accept personal guarantees from third
parties and increasingly, the more dynamic banks are willing to make loans based
on the character of the borrower without requiring full collateral for the loan

6 BANK SUPERVISION AND INSURANCE

Branches of Jordanian-based banks in the West Bank are jointly supervised by the
Central Banks of Israel and Jordan however, in the event of the branch's collapse,
the Bank of Israel accepts no responsibility for acting as the bank's insurer The role
of insurer and lender of last resort 1s taken on by the bank's head office iIn Amman
and by the Central Bank of Jordan which must send a letter to the Central Bank of
Israel guaranteeing the bank before the Central Bank of Israel approves permission
for a new branch in the West Bank
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FINANCIAL SERVICES OF COMMERCIAL BANKS

INSTITUTION TYPES OF CREDIT OTHER SERVICES
LoC LC | CAFITAL CREDIT FOREIGN ATM SAFE US LOAN FRENCH T | STOCK [SPECIAL ATIS CAR SPECIAL COMMENTS
LOANS | CAPITAL AiC CARDS | TRANSFERS BONDS DEPOSIT [GUARANTEE | IMPORY |FUND MNGT | MARKET SCHEMES/ STOCK FINANCING | OFFICE |FINANCE
LOANS BOX PROGRAM | TRADING | PRIZE WINNING ISSUES HOURS
ANZGn dl ysBank | X x x x x X x x X
Arab Bank PLC X X X X X X X X X X X X X X X X X VieM e Crd
ATM N bl &Gz snd

Birs KU iv nity

Arab Land Bank X X X X X X X X Off realest teloans

Bank fJordan X X X X X X X X X X X

Bank of Palestine X X X X X X X X X N peruting Weat Bank branches

Cairo Amman Bank X X X X X X X X X X X X X X Aferuse o 13

C mmercial Bank Afernoo bo s

Palestine X X X X X X X X X X x X Onsbra ch nly/Runullak

Jordan and Gulf Bank | X X X X X X X X

Nt alBank f .

Jordan X X X X X X X X X X Off o Mute Crd

Palestin In estment

Bank X X X X X X X X X X X N West Bank branches

LoC Line fCredit

7o Letter of Credit

ATM Autom t d Teller M chines

ATIS Automatic Telephone Inquiry Service

AlC Account

Prepared by the Small Business Support Project of the
US Agency for International Development
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ARAB BANK ISRAELI CORRESPONDENT
.|
ANZ GRINDLAYS BANK ISRAEL. DISCOUNT BANK
ARaB BanK PLC ISRAEL. DISCOUNT BANK
ARAB LAND BaANK BaNK HA-PoaLiM
BANK OF JORDAN BANK HA-POALIM
BANK OF PALESTINE BANK HaA-PoOALIM
CAIRO AMMAN BANK ISRAEL DISCOUNT BANK
COMMERCIAL BANK OF BanK Ha-PoaLiM
PALESTINE
JORDAN AND GULF BANK BANK Ha-PoauiM
NATIONAL BANK OF JORDAN MERCANTILE DISCOUNT BANK
PALESTINE INVESTMENT BANK Bank Ha-PoaLiM
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‘CREDIT TERMS FOR COMMERCIAL BANKS

INTEREST RATES AND FEES CHANGE WITH MARKET CONDITIONS

INSTITUTION

ELIGIBILITY

LOAN TERMS

" COLLATERAL

ANZ
GRINDLAYS BANK

WORKING CAPITAL
CAPITAL INVESTMENTS

| O% INTEREST ON
JORDANIAN DINAR
LOANS PLUS 2% TO
3% SERVICE CHARGE

MORTGAGE OF LAND
THAT 1S REGISTERED IN
TABU

CHARACTER BASED
LENDING

ARAB BANK PLC

COMMERCIAL SECTOR
LCs ARE FINANCED UP
To 10% OF TOTAL
VALUE

BANK GEARED TO
LEND TO BIG
PROJECTS

PARTICIPATES IN
FRENCH GOVERNMENT
IMPORTS PROGRAM

LOOKING TO SERVE
AS CONDUIT FOR
DONORS FUNDS HAs
GLOBAL NETWORK

9 % INTEREST ON
JORDANIAN DINAR
LOANS PLUS 2% TO
3% SERVICE CHARGE
(MAX | 5 YEARS)

INTERESTON U S
DOLLAR LOANS AT
LIBOR RATE PLUS 2%
TCO 3% SERVICE
CHARGE (MAX |5
YEARS)

| ©% INTEREST ON
NIS LoaNs PLUS 2%
COMMISSION (MAX 2
YEARS)

MORTGAGE OF
PROPERTY THAT IS
REGISTERED IN TABU

CHARACTER BASED
LENDING WITH
GUARANTORS

LENDING BASED ON
CASH OR OTHER
COLLATERAL HELD WITH
BANK'S WORLDWIDE
NETWORK OF
BRANCHES

ARAB LAND BANK

REAL ESTATE
PROJECTS

LocaL BUSINESSES
MANUFACTURERS AND
TRADERS

INTEREST ON
JORDANIAN DINAR
LOANS STARTS AT 9%
PLUS 2% TO 3%
SERVICE CHARGE
- | 1% INTEREST ON
US$ LoANs

- MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

POWER OF ATTORNEY
(SANAD MUNATHAM)
AN EGYPTIAN LAW

BANK OF JORDAN

COMMERCIAL AND
INDUSTRIAL
ENTERPRISES

S% | 1% INTEREST
ON JD LOANS

| 8% INTEREST ON
NIS Loans

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

CHARACTER BASED
LENDING

BANK OF PALESTINE

LOCAL BUSINESSES
SMALL
MANUFACTURERS
AND TRADERS

| O% INTEREST ON
J D LOANS PLUS 2%
SERVICE CHARGE

I 1% INTEREST ON
U S DOLLAR LOANS
PLUS 2% SERVICE
CHARGE

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

CHARACTER BASED
LENDING FOR
$15 C0O0 -
$20 000 BUT
REQUIRES
GUARANTORS
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CAIRO AMMAN BaANK

CORPORATE
PROJECTS TOURISM
LARGE FACTORIES
TRADERS

PRIVATE INVESTORS
CONTRACTORS

S% INTEREST ON
JORDANIAN DINAR
LOANS PLUS 2% TO
3% SERVICE CHARGE

{ 8% | 9% INTEREST
ON NIS LoaANS

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

DEPOSIT AMOUNT
EQUIVALENT TO LOAN
REQUESTED

STOCKS

COMMERCIAL BANK
OF PALESTINE

LLocAL BUSINESSES
SMALL
MANUFACTURERS
TRADERS

INFRASTRUCTURE

SHORT TERM REAL
ESTATE

SHORT TERM LOANS
ONLY

9% 1| 2% INTEREST
ON JORDANIAN DINAR
LOANS PLUS 4 5%
SERVICE CHARGE

| 5% 2 1% INTEREST
ON NIS LOANS

MORTGAGE OF LAND
THAT 15 REGISTERED IN
TABU

CHARACTER BASED
LENDING

JORDAN AND GULF
BANK

LOCAL BUSINESSES
PRIVATE INVESTORS
TRADERS
CONTRACTORS

INDUSTRIAL
PROJECTS

SHORT TERM LOANS
ONLY

O% INTEREST ON
JORDANIAN DINAR
LOANS PLUS 2% TO
3% SERVICE CHARGE

| 9% INTEREST ON
NIS LOANS PLUS 2%
COMMISSION

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

CHARACTER BASED
LENDING

NATIONAL BANK OF
JORDAN

WORKING CAPITAL
COMMERCIAL AND
INDUSTRIAL PROJECTS
PERSONAL LOANS
SHORT TERM
HOUSING LOANS

9% INTEREST ON JD
LOANS PLUS 3 5%
COMMISSION

Max 22% INTEREST
ON NIS LOANS
INCLUDING
COMMISSION

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

CHARACTER BASED
LENDING

STOCKS

PALESTINE
INVESTMENT BANK

COMMERCIAL REAL
ESTATE CONTRACTING
SECTORS

| O% INTEREST ON
JD LOANS PLUS 2%
SERVICE CHARGE

2 5% over LIBOR
ON U S DOLLAR
LOANS PLUS 2%
SERVICE CHARGE

MORTGAGE OF LAND
THAT IS REGISTERED IN
TABU

CHARACTER BASED
LENDING
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B ALTERNATIVE SOURCES OF FINANCING

Below, alternative sources of financing for Palestiman busimesses are described
These include organizations that have specialized credit programs and some
programs of international agencies Following these descriptions, a table on Credit
Terms for Development Finance Programs 1s included as a quick-reference gmide to
these resources

|  AMERICAN NEAR EAST REFUGEE AID

Better known as ANERA, this non-profit organization was established in 1968, with
the goal of reducing poverty and relieving suffering in the Middle East, especially
among Palestimans and Lebanese ANERA's general policy 1s to work m
cooperation with indigenous mstitutions to design and implement social and
economic development projects

ANERA 15 mvolved 1n three loan schemes Two of them, targeted to farmers and
fishermen, operate 1 cooperation with the Arab Bank PLC and the Palestiman
Minustry of Agriculture The third loan program targets women entrepreneurs
Gaza

LOANS FOR SMALL FARMERS AND FISHERMAN

This loan program only operates in Gaza and Jericho The scheme for
farmers 1s administered by ANERA and local cooperatives, while the scheme
for fishermen 1s admumistered by CARE  The agricultural scheme has a
budget of $3 million over 3 years (starting July 1994), whale the fishermen
scheme has a budget of $650,000

For both schemes, ANERA shares the credit risk with the Arab Bank PLC
Ehgible projects include greenhouses, agricultural production, and boat
bwlding or purchase of fishing equipment Priority 1s given to projects that
mtroduce new exportable agricultural products, emphasize water
conservation, demonstrates a strong market potential, or increases the mncome
of small farmers Loans range between U S $2,000-U S $8,000, with
flexible repayment terms (depending on the type of project) and low-end
market mterest rates Borrowers must have at least 40 percent equity 1n the
project Loans are made through cooperatives, and collateral can include
fixed assets or guarantors, or other collateral deemed sustable by ANERA
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LOANS FOR WOMEN ENTREPRENEURS IN GAZA

This new credit program will be administered by the Society for Free
Thought and Culture Reform based 1n Khan Younis Loans will range
between U S $1,000 - U S $3,000 for women entrepreneurs, mainly from

the poorer region of south Gaza The program will operate 1n conjunction
with a local Arab bank

2 AraB DEVELOPMENT AND CREDIT COMPANY

T'ounded in 1985 the Arab Development and Credit Company 1s a non-profit
organization serving the rural West Bank Recently, 1t opened an office in Gaza
Principally 1t supports small agricultural enterprises, but 1t 1s planning to expand 1ts
financing to larger non-agricultural projects

Prionty for loans 1s given to existing businesses, but 25 percent of ADCC's loan
portfolio consists of new ventures Eligible projects include agricultural production,
agribusinesses, greenhouses and irrigation projects Loans range between U S
$25,000 - U S $100 000, with repayment periods of two to three years ADCC
accepts both land and guarantors as collateral

3 AraB TECHNICAL DEVELOPMENT CORPORATION

Founded 1n 1989 the Arab Technical Development Corporation (ATDC) finances
projects 1n industry, tourism and other services Priority 1s given to projects that can
demonstrate job creation technology transfer, import substitution, or use of local
raw materals Loan sizes range between U S $50,000 - U S $150,000, and
repayment terms are relatively flexible Borrowers need to present a reahstic cash
flow projection, and provide collateral in the form of land and personal guarantors

4 BRITISH-PALESTINIAN PARTNERSHIP SCHEME

The Bnitish-Palestinian Partnership Scheme (BPPS) was launched 1n 1994 to
support

. Good government

. Enhance productive capacity

. Poverty alleviation

. Human development

. Women 1n development

. Environment protection

. Special humamitanan concerns
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Priority 1s given to projects which link British mnstitutions and compames with
Palestiman counterparts, and which involve a transfer of skills or “know-how”
Proposals may be submitted by PNA Mimstries, municipalities, NGOs, and British
and Palestimian private businesses Proposals must identify a project’s beneficiaries
and constituents, and mnclude a detailed budget, including the amount requested from
the BPPS and the amount contributed by the applicant and by other organizations
The maximum contribution from the BPPS 1s £40,000 (approximately U S $65,000
or NIS 184,000)

5 EconNomic DEVELOPMENT GROUP

Founded 1n 1986 to support activities that would reduce dependence on Israel and
create a strong Palestiman economic and social infrastructure, the Economic
Development Group mitially targeted four target groups women, unemployed,
umversity graduates, and released political prisoners Eligible projects mncluded
agricultural, industrial and service enterprises Starting 1n 1994, the EDG began to
finance larger businesses (mainly mn the mdustrial sector) Today, the EDG 1s
concentrating specifically on the industrial and tourism sectors

Loan sizes range between U S $25,000-U S $300,000 Special consideration 1s
given to small-scale businesses operated by women and the physically disabled, and
to merchants to finance trade mn locally-produced goods The repayment peniod
depends on type of project, but in general, full repayment 1s expected within a
maximum of seven years, mcluding a grace period of one year EDG does not
charge 1nterest on 1ts loans, instead, an annual service charge of 7 to 9 percent 1s
levied This service charge 1s deducted from the amount of the loan For loans over
U S $25,000 a mortgage on land 1s required, which 1s valued at 70 to 100 percent of
the loan amount For smaller loans, the only collateral requirement 1s two or three
guarantors as co-S1gners

6 EUROPEAN INVESTMENT BANK

The European Investment Bank (EIB) provides 'Global Loans' for developing
countries The EIB has an annual budget of 50 million ECU? for projects m the
West Bank, Jericho and Gaza The EIB supports small- and medium-sized
enterpnises through the use of credit lines via Arab banks as on-lenders to Palestiman
companies These credit lines are channelled through banks and other financial
mstitutions These mtermediary mstitutions submut project apphcations for EIB
approval and, if the EIB approves, then the intermediary mstitution on-lends funds in
local currency to local projects

°1 ECU = approximately U S $1 34
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In 1995, the EIB had approximately 10 million ECU for lines of credit to be
provided through the Arab Bank PLC and Cairo Amman Bank The EIB provides
funds to these banks at preferential rates and the banks guarantee these loans with
their own funds held 1n Jordan and abroad

7 EuroPEAN COMMUNITY INVESTMENT PARTNERS (ECIP)

This investment scheme, which was founded i 1988, provides grants, subsidized
loans, and equity capital - depending on the type of project and local partner
Funding 1s provided through four different “facilities” of the ECIP Projects eligible
for assistance can be in the agricultural, service or manufacturing sectors ECIP has
also backed social projects that are under private management, notably 1n the health

and infrastructure sectors The table on the next page provides information on each
of ECIP’s funding programs

8 FRENCH IMPORT PROGRAM

This program, introduced 1n June, 1993, with funding of FF20 mullion, helps finance
imports of equipment as a means to support the development of the Palestiman
private sector Small- and medium-size Palestiman firms apply for a loan at
participating banks to finance the purchase of equipment, provided that the
equipment comes from France Up to 35 percent of the loan 1s then converted to a
grant requiring no repayment The minimum loan amount 1s equivalent to
approximately U S $100,000 All projects must be approved by a Palestiman
Experts Commuitee (composed of representatives from the Palestinian Economic
Council for Development and Reconstruction, or PECDAR) and French authorities
Participating banks include Cairo Amman Bank, Arab Bank, Commercial Bank of
Palestine, and the Bank of Jordan

S IstAMIC BANKS

[slamic banks follow procedures and principals that differ sigmficantly from
commercial banks, and they are growing in popularity i the Muslim world
Essentially, Islamic-based and lending practices are based on the concept of "interest-
less’ banking which derives from religious beliefs forbidding the receiving or paying
of interest There 15 currently only one Islamic investment company 1n the West
Bank and Gaza Strip, Beit Al-Mal, that provides credit following Islamic banking
practices To date, Beit Al-Mal has concentrated on real estate development A
second Islamic bank, the Palestinian Islamic Bank, 1s currently seeking partners and
1s due to start functiomng very soon A more detailed review of Islamic banking
practices appears later in this chapter
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FACILITY |

FACILITY 2

FACILITY 3

FACILITY 4

IDENTIFICATION OF
POTENTIAL JOINT
YENTURE
PROJECTS AND
PARTNERS

OPERATIONS FRIOR
TO LAUNCHING A
JOINT VENTURE

FINANCING OF
CAPITAL
REQUIREMENTS

HUMAN RESOURCE
DEVELOPMENT
TRAINING AND
MANAGEMENT
ASSISTANCE

CHAMBERS OF
COMMERCE
PROFESSIONAL
ASSOCIATIONS
PUBLIC AGENCIES
AND ECIP
FINANCIAL
INSTITUTIONS

INDIVIDUAL
COMPANIES MAY
NOT BENEFIT FROM
THIS FACILITY

LOCAL OR
EUROPEAN
COMPANIES ACTING
EITHER AS
INDIVIDUAL
COMPANIES OR
JOINTLY WISHING
TO UNDERTAKE A
JOINT INVESTMENT
PROJECT

JOINT VENTURES
ESTABLISHED BY
PARTNERS FROM
THE EC AND FROM
THE COUNTRY
BOTH PARTNERS
MUST HAVE A
MEANINGFUL
PARTICIPATION

LOCAL COMPANIES
MAKING AN
INVESTMENT UNDER
A LICENSING AND
TECHNICAL
AGREEMENT WITH
AN EC COUNTRY

THE CLIENT MAY
APPLY DIRECT TO

APPLICATION MUST
BE MADE THROUGH

THE EC OR A FINANCIAL

THROUGH A INSTITUTION

FINANCIAL

INSTITUTION

GRANT INTEREST FREE EQUITY HOLDING INTEREST FREE

ADVANCE TO BE
CONVERTED LATER
EITHER INTO A
GRANT A LOAN OR

OR EQUITY LOAN

THE FINANCIAL
INSTITUTION MUST

LOAN

THE FINANCIAL
INSTITUTION MUST

AN EQUITY CO-FINANCE THE CO-FINANCE THE
LOAN LOAN
max oF ECU | MAX OF ECU MAX OF ECU MAX oF ECU
MILLION 250 000 1 MILUION 250 000

THE MAXIMUM
TOTAL SUPPORT
PER PROJECT 1S
ECU | MILLION

urP TO 50% OF
THE COST

uP 170 50% OF
THE COST

20% OF THE
CAPITAL OF THE
JOINT VENTURE

UP TO 50% OF
THE COST
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ISLAMIC BANKING

THE CONCEPT OF ISLAMIC BANKING ORIGINATED IN | ©55 IN PAKISTAN AND THE FIRST
ISLAMIC BANK THE NASSER SOCIAL BANK WAS ESTABLISHED IN EGYPT IN 1962 IN
1975 THE IsLAMIC DEVELOPMENT BANK WAS ESTABLISHED IN JEDDAH BY SEVERAL
STATES WITH THE AIM OF FUNDING PROJECTS IN UNDERDEVELOPED ISLAMIC
COUNTRIES IN 1978 THE ISLAMIC LENDING HOUSE WAS ESTABLISHED IN KUWAIT
THE FAiSAL BANK IN EGYPT AND THE ISLAMIC BANK IN JORDAN |SLAMIC BANKS CAN
BE ESTABLISHED EITHER B8Y INDIVIDUALS OR BY GOVERNMENTS SOME ISLAMIC BANKS
OPERATE UNDER ISLAMIC RULE (IN STATES SUCH AS IRAN AND PAKISTAN) WHILE
OTHERS OPERATE ALONGSIDE COMMERCIAL BANKS (IN STATES SUCH AS JORDAN)
OUTSIDE THE ISLAMIC WORLD ITSELF SOME COUNTRIES HAVE LAWS WHICH PROHIBIT
THE OPERATION OF ISLAMIC BANKS (BRITAIN) WHILE OTHERS TOLERATE THEIR
PRESENCE (DENMARK)

ISLAMIC BANKS NEITHER CHARGE NOR RECEIVE INTEREST HOWEVER THEY DO ACCEPT
DEPOSITS AND OFFER MOST OF THE SERVICES THAT COMMERCIAL BANKS PROVIDE
THEIR CUSTOMERS (E G BANK GUARANTEES FOREIGN CURRENCY TRANSACTIONS
MONEY TRANSFERS ETC ) SUCH SERVICES MUST BE PAID FOR IN TERMS OF A FEE
AND NOT AS AN INTEREST CHARGE WITH THE FEE AMOUNT VARYING ACCORDING TQ
THE AMOUNT OF THE TRANSACTION |SLAMIC BANK PRACTICES ARE BASED ON
SHARING WHEREBY FUNDS ARE INVESTED IN PROJECTS WITH THE AIM OF
ENCOURAGING SAVINGS AND INCREASING INVESTMENT OPPORTUNITIES PROFITS AND
LOSSES ARE SHARED BY BOTH PARTIES THE BANK AND THE BUSINESSMAN OR

INVESTEE NOTES PAYABLE ARE ISSUED AGAINST LOANS FOR EXAMPLE TO
FINANCE THE PURCHASE OF A HOME EQUIPMENT OR APPLIANCES HOWEVER
THERE IS NO FIXED INTEREST ON THESE LOANS INSTEAD FEES OR SERVICE CHARGES
VARY DEPENDING ON THE LOAN SIZE AND PAYMENT SCHEDULE

ISLAMIC BANKS ARE SUPPOSED TO CONSIDER THE SOCIAL BENEFITS AND VALUE OF
PROJECTS THAT THEY PLAN TO FINANCE AND NOT JUST THE FINANCIAL RETURN NoO
LOANS ARE GIVEN OUT IN A STRICTLY COMMERCIAL SENSE BUT RATHER 'BENEFICIARY
LOANS' ARE GIVEN OUT INTEREST FREE (E G A LOAN TO A VILLAGE TO FUND A
PUBLIC HOUSE OR SOCIAL PROJECT) BANKS ACCEPT REGULAR DEPOSITS FOR
CURRENT ACCOUNTS BUT NO INTEREST IS CHARGED FOR OVERDRAFTS FEES ARE
CHARGED FOR EACH TRANSACTION DISPUTES BETWEEN THE BANK AND CLIENT ARE
FREQUENTLY SETTLED BY SHARIA OR ISLAMIC LAW

FOR INVESTMENTS A CONTRACT SHOULD BE ENTERED INTO THAT DETAILS THE TERMS
OF THE INVESTMENT AND THE PROFIT AND LOSS SHARING AGREEMENT THERE ARE
THREE BASIC INVESTMENT SCHEMES OR APPROACHES

DEFINED INVESTMENTS

DEFINED INVESTMENTS ARE COMPARABLE TO VENTURE CAPITAL THE MAIN ATTRIBUTES
OF A DEFINED INVESTMENT ARE

. BOTH PARTIES AGREE ON THE PROFIT MARGIN
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. A FEE 1S DEDUCTED FOR ADMINISTRATIVE EXPENSES AND
. FUNDS ARE PROVIDED TO COVER LABOR COSTS

A CONTRACT IS DRAWN UP BETWEEN THE TWO PARTIES THAT DEFINES AND
INCLUDES PROVISIONS FOR THE

J SCOPE OF THE PROJECT

. MINIMUM AMOUNT OF FUNDS TO BE PROVIDED

. PERIOD OR LIFE OF THE INVESTMENT

. AMOUNT OF GRACE PERIOD BEFORE ACTUAL WORK BEGINS WITH A

STIPULATION THAT THE INVESTED FUNDS ARE TO BE RETURNED IF THIS
GRACE PERIOD SHOULD ELAPSE BEFORE WORK BEGINS

. POWER OF ATTORNEY TO BE PROVIDED BY THE INVESTOR TO START
WORK AND
. PERCENTAGE OF PROFITS TO BE SHARED AND TIME WHEN PROFITS ARE

TO BE DISTRIBUTED
SHARED INVESTMENTS (MUSHARAKA)

THE MOST COMMON PROJECTS FINANCED BY THIS TYPE OF INVESTMENT ARE
BUILDINGS TO BE SOLD OR LEASED AS AFARTMENTS OFFICES OR INDUSTRIAL PARKS
SHARED INVESTMENTS ESSENTIALLY OPERATE LIKE PARTNERSHIPS AND CAN BE
STRUCTURED ON AN EQUAL AND CONSTANT PERCENTAGE OF PAYBACK OR RETURN OR
ON A DIMINISHING SCALE WHEREBY IN THE END ONE PARTY BECOMES THE SOLE
OWNER OF THE PROJECT AN AGREEMENT IS MADE AS TO THE TYPE OF PRQJECT
HOW THE PROJECT IS TO BE MANAGED AND THE DURATION OF THE PARTNERSHIP
UNDER SHARED INVESTMENTS THE PROJECTS CAPITAL IS DIVIDED INTO SHARES WITH
PROFITS DISTRIBUTED BASED ON THE DIVISION OF SHARES EACH PARTY HAS THE
OPTION TO BUY OUT PART OF THE OTHER'S SHARES EVERY YEAR THUS GIVING THE
INVESTOR A MECHANISM TO GAIN SOLE OWNERSHIP OF THE PROJECT OVER TIME T
IS POSSIBLE TO SELL A PORTION OF THE SHARES TO A THIRD PARTY WITH THE BANK S
APPROVAL OF THE SALE LOSSES ARE ALSO SHARED BASED ON THE DISTRIBUTION
OF SHARES

SELLING FOR A PROFIT (MURABAHA)

THIS INVESTMENT APPROACH IS TYPICAL FOR THE PURCHASE OF EQUIPMENT HOME
APPLIANCES AND VEHICLES IT IS EASIER TO ADMINISTER THIS TYPE OF INVESTMENT
TYPICALLY A CUSTOMER SIGNS A CONTRACT TO PURCHASE A PIECE OF EQUIPMENT AT
A CERTAIN PRICE THE BANK BUYS THE EQUIPMENT AND SELLS JT TO THE CUSTOMER
AT A PROFIT BUT KEEPS THE TITLE OF OWNERSHIP THE EQUIPMENT CAN BE SOLD
FOR CASH OR IN INSTALLMENTS DEPENDING ON THE CASH FLOW EXPECTED TO BE
GENERATED FROM UTILIZING THE EQUIPMENT OR SIMPLY THE CLIENT S ABILITY TO PAY
A PAYMENT AGREEMENT IS ENTERED INTO IN THE EVENT OF DEFAULT THE PREVIOUS
PAYMENTS ARE CONSIDERED AS PREPAID LEASE WITH THE EQUIPMENT NOW BECOMING
LEASED BY THE BANK AND THE CUSTOMER LOSING THE RIGHT TO OWNERSHIP
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10O PALESTINE DEVELOPMENT AND INVESTMENT LTD (PADICQ)

Palestine Investment and Development Ltd , or PADICO, 15 an investment company
which manages a capital fund of about U S $ 200 million PADICO's investors
include Palestimians living abroad PADICO operates in conjunction with and as an
umbrella organization for a number of subsidiary or affiliated shareholding
investment companies, mcluding the Palestine Real Estate Investment Company
(Gaza), the Jerusalem Tourism Company, and the Palestine Industrial Investment
Company (Nablus) Prionity sectors for PADICO's investments are

. Tourism

. Real estate and housing

. Industry and manufacturing
. Industnal estates

. Finance

. Power generation

. Telecommunications

PADICO and its affiliated companies do not provide credit, but businesses can
present investment proposals for its consideration If 1t meets with their approval,
PADICO may decide to participate 1n the project, usually as equity partners which
means that 1t shares 1n profits and losses accordingly

|1 SAVE THE CHILDREN GROUP LENDING PROGRAM

Save the Children Federation (SCF), an international development agency, has a
small loan program targeted to women 1n Nablus and Gaza With support from SCF,
ten or more women form groups and become eligible borrowers Loans are made to
the group, and the group as a whole guarantees repayment The mmtial loan size 1s
limited to JD 200, but once this 1s repard, the group 1s eligible to borrow additional
funds, gradually increasing to a maximum loan amount of JD 700 Loans are
intended to help women expand their micro enterprises Women who participate 1n
the program are also required to save JD 3 per month These savings are held in a
group account and cannot be withdrawn Eventually, the savings will be used to
capitalize local credit unions

12 UNRWA's INCOME GENERATION PROJECT

UNRWA - the United Nations Rehef and Works Agency - offers two credit
programs for Gaza businesses a revolving loan fund for small manufacturers, and a
group lending program for women entrepreneurs Loans from the revolving fund
range from U § § 1,000 to U S $ 70,000, with the average loan size at U § § 24,000
Borrowers must mvest some equity 1n a project, usually in the range of 20 to 50
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percent In the past, interest rates have varied, but mn January, 1995, UNRWA
adopted a unified interest rate of 11 percent

The group lending program for women 1s targeted to lower income busimesses
Eligibility for this program 1s limited to women who are

. 18 years of age or older
. Currently engaged in some commercial actrvity
. Important sources of income for their families

Under this program, loans are made to groups of women, who exert peer pressure to
ensure repayment and compliance with other loan terms Groups must of consist of
at least four women, preferably from the same community, and no more than two
members can be from the same immediate family

|3 USAID’s LoaN GUARANTEE PROGRAM

In 1994, the U S Agency for International Development establishedaU S $8
million loan guarantee program to mobilize credit and other types of financial
support for small Palestinian businesses operating in the West Bank and Gaza Strip
Under this program, USAID guarantees 50 percent of the loan in the event of
default, thus, the program encourages banks to make loans on the basis of business
and nisk analysis, without requiring that a borrower pledge collateral equivalent to
the full value of the loan All loans are made 1n local currency

Currently, three banks are participating in this loan guarantee scheme Cairo
Amman Bank, Bank of Palestine, and National Bank of Jordan (Additional banks
are expected to join the program 1n the near future ) Loans can be used for a wide
range of productive and commercial activities, and they can include commercial
loans, lines of credit, overdrafts, commercial letters of credit, and guarantees
Borrowers must be 100 percent privately owned Maximum loan amounts are

u For micro enterprises, defined as businesses with five or fewer employees,
the maximum loan1s U S $5,000, and

L For small enterprises, defined as businesses with total assets of U S
$250,000 or less (excluding land and buldings) the maximum loan 1s U S
$150,000

14 US GOVERNMENTS FOREIGN .COMMERCIAL SERVICES

The U S Government, through 1ts office of Foreign Commercial Services (FCS),
offers an array of financial and business services intended to promote trade between
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American, Palestinian and Israeh businesses Many of these services and programs
are targeted to the Palestinian Territories to support their economic development

Among 1ts business services, the arranges U S trade mussions to Gaza and the West
Bank, and arranges meetings with local firms interested seeking foreign immvestment
The FCS also tries to facilitate matchmaking by responding to inquries by both
Palestinian and American companies seeking to do business with the other The
FCS can assist Palestimian compantes 1dentify U S sources of supplies and
materials The FCS has also been providing assistance to Palestimian businessmen
who want to enter into an agency or franchise agreement with American companies

The FCS does not offer financing 1tself, but 1t can advise Palestiman businessmen
who are iterested in two U S Government finance programs

L OVERSEAS PRIVATE INVESTMENT CORPORATION

The Overseas Private Investment Corporation (OPIC) encourages U S businesses to
invest 1n developimg countries and emerging market economies, thus promoting
economic growth at home and abroad OPIC offers project financing, investment
insurance, and other mvestor services A number of OPIC-sponsored trade nussions
have already visited the Palestinian Territories, resulting in important joint venture
and business deals

OPIC loan guarantees and nsurance obhigations are backed by the U S Government
and OPIC's own substantial financial reserves Its investment resources include

. Medium-to long-term financing for sound overseas projects through
loan guarantees and direct loans, and
. Insurance for U § mnvestors in emerging markets and developing

countries aganst the risks of currency inconvertibility, expropriation,
and political viclence

L EXPORT IMPORT BANK

The Export Import Bank offers credit for purchasing machinery or consumer
products from the US Loan terms are reasonable, with the interest rate generally
somewhat below market rates Techrmucally, however, the U S Export Import Bank
1s not open for business i the West Bank or Gaza, although the likelihood 1s that 1t
will be operating there in the near future In the meantime, a Palestiman businesses
interested 1n this sotwce of financing can arrange to have a guarantor 1n a country n
which 1t does operate (such as Jordan and Egypt), or 1t can request that the loan be
made through a U S exporter who has an existing insurance policy with the Export
Import Bank
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COOPERATIVES $3 MILLION MEMBERS ACT AS CO-
PROJECTS INCLUDE | REVOLVING LOAN GUARANTORS
IRRIGATION WATER FUND REPAYMENT MADE
CONSERVATION COOPERATIVE PAYS THROUGH BANK
AQUAGULTURE 8% 9% INTEREST
AGRIBUSINESS INDIVIDUAL
PRODUCE COOPERATIVE MEMBER
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NO MAXIMUM LOAN
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3k PROJECT
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= COOPERATIVE LOAN
5 5 REVOLVING FUND
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i
ARAB TECHNICAL
DEVELOPMENT
CORPORATION

T

F“

TOURISM INDUSTRY
OTHER SERVICES

PROJUECTS THAT
CREATE EMPLOYMENT
SUPPORT EXPORTS
RESULT IN
TECHNOLOGY
TRANSFER USE LOCAL
RAW MATERIALS OR
SUBSTITUTE IMPORTS

BORROWER SHOULD
INVEST MATCHING
FUNDS IN PROVECT
FIRST

LOANS RANGE
BETWEEN $50 OQO
$ 150 000

REPAYMENT PERIOD
OF 2 7 YEARS

GRACE PERIOD OF
6 | 2 MONTHS

7% SERVICE
CHARGE

REALISTIC CASH
FLOW ANALYSIS

MORTGAGE OF LAND
REGISTERED IN TABU

TWO GUARANTORS TO
cO siGN IQUs

'EcCONOMIC
DEVELOPMENT
GROUP

INDUSTRY TOURISM
AGRO EXPORTS
SMALL SCALE CREDIT
TO WOMEN OR
PHYSICALLY
HANDICAPPED
WORKING CAPITAL
FOR TRADERS TO
FINANCE LOCALLY
PRODUCED MATERIALS
BORROWER SHOULD
FIRST INVEST
MATCHING FUNDS
20% 50% oF
PROJECT COST

LOANS RANGE
$25 000
$300 000
REPAYMENT PERIOD
BETWEEN | 5 YEARS
GRACE PERIOD OF |
YEAR
SERVICE CHARGE
8 5%
REALISTIC CASH
FLOW ANALYSIS

FOR LOANS OVER
$25 000
MORTGAGE OF LAND
THAT IS REGISTERED
IN TABU wWiITH A VALUE
OF 70% | O0% OF
THE LOAN AMOUNT

LOANS UNDER
$25 000 REQUIRE
2 3 GUARANTORS AS
CO-SIGNERS

SAVE THE
CHILDREN
FEDERATION

GROUP LENDING &
SAVING

SCHEME TARGETING
POOR WOMEN IN
URBAN AREAS OF

W BaNKEGAZA STRIP
(CURRENTLY MABLUS
JABALIA KHAN
YOUNIS)

-GROUPS OF 10
WOMEN AT LEAST

INITIAL LOAN JD200O
FOR 6 MONTHS

LOAN INCREASES IN
EVERY CYCLE UNTIL IT
REACHES JD 700 IN
CASE OF | 00%
TIMELY REPAYMENT
RATE

INCREMENT AMOUNT
PER CYCLE
PROPORTIONAL TO
*# OF MEETINGS
ATTENDED

*AMOUNT OF SAVINGS
*CAPACITY OF
PROJECTS

-JD 20
ADMINISTRATIVE FEE
ON FIRST LOAN
-COMPULSORY
SAVINGS JD 3 PER
MONTH

BIWEEKLY
REPAYMENTS

-GROUP SERVES AS
GUARANTOR
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UNITED NATIONS
“RELIEF:AND
WORKS -
AGENRCY

+
-

3 N

e
S w

REFUGEES AND
CITIZENS OF GAZA
STRIP OR W BANK
WORKSHOPS
PRODUCTION FIRMS
CONTRACTORS
PURCHASE OF RAW
MATERIALS WORKING
CAPITAL

PRIORITY GIVEN TO
WOMEN

LOANS RANGE

$3 000

$30 0C0
INTEREST RANGES
BETWEEN

7%-9%
REFAYMENT PERIOD
OF 24 36 MONTHS

TWO GUARANTORS
REQUIRED

LOANS SERVICED BY
CAIRO AMMAN BANK
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A T TINVESTMENT INCENTIVES . o - e

The Palestimans are actively seeking investment to rebwild their economy Several
entities are working to facilitate investment and business development

The Department of Indicative Planning for Private Investment in the Minustry of
Planming and International Cooperation 1s preparing a series of in-depth surveys and
analyses of economic sectors Another mnstitution, the Palestinian National Agency
for the Encouragement of Investment, 1s i the planming stage This agency 1s
expected be a one-stop shop, providing all the necessary information and assistance
needed by mvestors The Economic Affairs Department of the Orient House has
established a Private Sector and Investment Unit with the purpose of stimulating
private investment, particularly by foreign investors, in East Jerusalem and other
areas of the West Bank still under Isracl: occupation

In April 1995, the PNA’s Ministry of Economy, Trade and Industry took an
important step and formed the Higher Palestiman Council for the Promotion of
Investment This 15-member counci! 1s a separate government entity headquartered
m Gaza City which 1s empowered to approve mvestment projects, help mvestors
locate industrial land and obtain work and residency permts, and grant incentives to
mvestors These imncentives can take the form of five-year tax holidays and
permission to import capital equipment tax-free

The award of mvestment incentives in based on the size of the proposed project
(including capital mmvestment and projected number of employees) Projects are
automatically awarded incentives if they meet the requurements— Incentives are not
offered for manufacturers of products that require a special license, including
weapons and parts of weapons aerospace projects and airports, production and
distribution of electricity, recycling and handling of waste, production of petrol and
1t denvatives, and telecommunications projects The classification of mmvestment
proposals fohvs
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L Group A - projects with a mummum capitahzation of US$500,000 and a
permanent work force of 25 or more workers will be granted a 5-year tax
holiday (including income tax and customs fees exemptions)

= Group B - projects with a mimmum capitalization of US$150,000 and a
permanent work force of not less than 15 workers will be granted a 3-year
tax holiday (including income tax and customs fees exemptions)

L] Group C - projects with a mimmum capitalization of US$100,000 and a
permanent work force of not less than 10 workers will be granted a 2-year
tax holiday (including income tax and customs fees exemptions)

u Group D - projects with a minimum capitalization of US$5 mullion and a
permanent work force of not less than 50 workers will be granted
“exceptional exemptions” that will be decided by the Investment Council

u Other exceptional exemptions will be granted to projects whose proportion of
production for export 1s at least 25 percent, as long as the value added
proportion 15 not less than 30 percent In the case of agricultural projects for
export, the council may decide on additional incentives

An nvestor applies for these exemptions by submitting an application and a copy of
the project’s feasibility study The Investment Council 15 required by law to respond
within 60 days In the case of approval, the investor must submut a working plan for
the project, including all the steps to be followed 1n order to implement the project

In the case of the transference of ownership of a project, the new owner takes over
the obligations j.nd rights of the founder, and 1s entitled to all the benefits of the
project Should 'the owner of an approved project wish to sell fixed assists of the
company, prior dpproval by the Investment Council 1s required The Encouragement
of Investment Law, which authorized the formation of the Investment Council, also
guarantees against nationalization or expropriation of any mvestment Thus law
gives the same nghts to all investors The right of permanent residency 1s granted to
any nvestor 1n the Palestinian territories, as 1s the right to repatriate some capital
after the payment of all fees required by Palestiman law

B" T INVESTMENT OPPORTUNITIES

The Palestinian manufacturing sector 1s diverse with a skilled labor pool, and 1t 1s
increasingly rehant on state-of-art technology Obviously, the Israch occupation
prevented access to mternational markets, and many firms fell behind in terms of
market trends and technology But there 1s an inherent dynamism to Palestiman
businesses, and as barriers are removed, they are quickly adapting to global
conditions A new joint venture in Nablus, for instance, will be producing printed
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circuit boards for sale in the U S , and a pharmaceutical company 1n Bethlehem 1s
close to being certified under the U S Food and Drug Administration's system of
Good Manufacturing Practices In Hebron, a firm 1s using laser technology to
produce stone cutting saws Other companies, from tannenes to metal workers, are
upgrading their equipment and improving their quahty

A recent survey conducted by the PNA’s Central Bureau of Statistics indicates that
there are over 56,000 active private enterprises in the West Bank and Gaza Over 20
percent of these are 1n manufacturing, construction, and miming and quarrying

Many sectors are prime for investment and development A few examples are given
below

Tourism As a result of the occupation, the Palestimian tourist industry 1s
woefully under-developed In 1967, Arab hotel capacity was frozen at 2,377
rooms 1 Gaza and the West Bank, including East Jerusalem By confrast,
since 1967 the number of hotel rooms 1n Israel mcreased to over 31,000,
including a 380 percent increase in West Jerusalem The number of
Palestiman tour operators has actually fallen, in part because only four new
licenses were 1ssued for the Palestiman areas of Jerusalem and Bethlehem
Given the rich cultural heritage of Palestine, clearly there are significant
opportunuties for mvestment 1n tourism

Stone and marble While the West Bank may lack many natural resources,
1t has an abundant supply of stone and marble for construction Over 300
firms annually produce 250,000 square meters of cut stone, with an estimated
value of US$160 mullion The milky white Jerusalem Stone 1s famous
worldwide Despite some obvious competitive advantages, however, few
quarries have been exporting, and others need to upgrade equupment In this
subsector, there are numerous \opportumtles for trading, partnerships, and
joint ventures ,
Food processing Palestinian companies are making everything from pasta
to pickled eggplant and chocolate to drnied falafel mixes Palestiman
agricultural products are considered to be world-class, and these provide the
raw materials for a wide range of processed foods with strong potential for
market expansion locally and internationally The Palestimian food
processors are considered by industry analysts to be more advanced with
higher quality output than found 1n other countries i the region, thus, they
could quickly become very conjpetitive m the Middle East Many food
processors are seeking trading partners and opportunities for producing under
License

Garments and shoes Garment manufacturers are concentrated 1n Gaza and
the leather industry 1s centered m Hebron Commonly, these firms work as




subcontractors to Isracli companies, and they produce high-quality
merchandise that 1s sold with an Israeli label in the U S and Europe
Fimished products include children’s clothes, blue jeans, and casual wear
Many compames are primed for direct export, 1n addition, they are seeking
new subcontracting and licensing opportunities

Packaging While generally not considered a subsector per se, packaging 1s
a major industry 1n all developed economies Clearly, the Palestinian
packaging industry needs to be upgraded to compete mternationally As the
Palestiman economy expands, 1t 1s predicted that the packaging industry wall
experience rapid growth

Handicrafts Hand-crafted items from the Holy Land have a special appeal -
and a large market! Specialty items include religious objects in mother-of-
pearl and olive wood, but there 1s a full range of unique Palestinian
handicrafts Hebron glass 1s known worldwide, and there 15 a growing
demand for other hand-painted Palestimian glassware Ceramics, both
decorative and useful, are produced in Gaza and the West Bank Many
producers are already exporting to the U S and Europe, in addition to
serving the local tourist industry

These are just a few of the many manufacturing subsectors 1n the Palestinian
economy Other active subsectors mclude plastics manufacturers with a full range of
competitively-priced products, pharmaceutical companies producing mgh-standard
prescription and over-the-counter drugs, and manufacturers of furniture, cosmetics,
industnal equipment, computers, luggage, and building matenals
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In the absence of clearly defined and enforceable Palestimian labor laws in the West
Bank and Gaza, the governing statutes are a combination of pre-1967 Jordanian
labor laws, Egyptian labor laws, and Israch laws and mulitary orders which have had
the effect of amending the Jordaman laws The PNA 1s currently working on
drafting a new labor law that should become effective as soon as the Palestinian
Council 1s elected with authority to pass such laws

Recently the trend has been for many larger Palestiman employers to make
collective agreements that guarantee the minimum 1n rights and privileges for their
employees The Palestiman Labor Federation has been and still 1s active m
facilitating such agreements In East Jerusalem, Israel labor laws, which differ
somewhat from Palestiman admimstered labor law, apply to all areas and aspects of
workers' rights

AT TTABER PRACTICES IN THE-WEST BANK AND GAZA -
WORK HOURS

The standard work hours are 8 hours per day and 40 hours per week

TERMINATION PAY

Full-time employees who have worked for at least one year are entitled to receive a
termination or severance pay at the end of their service, regardless of whether they
are termunated voluntarily or for cause This payment 1s calculated by taking their
most recent monthly salary and multiplymg 1t by the number of years of service with
the organization (partial years are prorated) This apphes to both private and public
organizations

An employee who works for less than eight months 1s not entitled to recerve
termination pay

83



CHAPTER |0 LABOR LAWS AND REGULATIONS

JOB TERMINATION

Employees are required to give at least a 30 day notice of intent to quit hus/her job
If the employer chooses to terminate an employee, he 1s required to give a 30 day
notice of termmation [n lieu of notice, the employer can give one month's salary to
the terminated employee The employer 1s still required by law to pay the
employee's “termination pay” and any unused leave which has accrued to date

An employee 15 considered terminated 1f he/she does not show up to work for 20
consecutive days without prior permission or plausible cause, or if he/she refuses to
go back to work after being served notice to do so by the employer

For ser1ous acts of negligence, misconduct, disregard of regulations or instructions,
or any other act referred to in the applicable labor law, an employee may be

dismissed without notice or compensation, except for hours worked up to the date of
termination

HEALTH INSURANCE

Although there are no legal requirements for insuring employees in the Palestiman
areas, most employers do provide some sort of mmimal health insurance This 1s
often dictated by labor agreements and industry practices

WORKMAN'S COMPENSATION

Employers are personally hable to pay for the work related injuries of their workers
In most cases employers buy workman s compensation mnsurance which covers
medical and rehabilitation expenses for employees n cases of myury while on duty
Most policies also pay for the employee' s salary in cases of partial or total
disability The duration of payments 1s determined by the terms of each mnsurance
policy In cases where there 1s no mnsurance policy 1n effect, arbitration 1s used to
determne the liability of the employer

ANNUAL LEAVE

Employers are required to provide a minimum number of days of annual leave for
their full-tme employees The legal minimum requirement 1s 21 working days for
those employees with over one year of employment with the orgamzation

Annual leave can only be accumulated from one year to the next, 1t does not need to
be carried over 1n perpetity  However, 1f an employee's job 1s terminated and
he/she has some unused annual leave, the employer 1s required to monetize this
leave at the employee's last base salary

84



CHAPTER | O LABOR LAWS AND REGULATIONS

HoLIDAYS

Employers are required to provide a total of 14 holidays per year These include
religious, national and social holidays Many dates are set only as the holiday
approaches since they are determmed on the moon, whereas other holidays are on set
dates The main “official” holidays are

. New Year -- January 1
. Al Adha -- 4 days (dates to be determined)

. Al Fiter -- 3 days (date to be determined)
. Easter (date to be determined)
. Isra' Wal Mi'ra) (date to be determined)
. Islamic New Year (date to be determined)
. Prophet's Birthday (date to be determuned)
. Independence Day -- November 15
. Christmas -- December 25
SICK LEAVE

Full-time employees with up to one year of cumulative service with the same
organzation are perrutted to take up to 14 paid days of sick leave per year, but they
must present an acceptable medical certificate to the employer in order to be
retmbursed for such leave A full-time employee who has worked for more than one
year for the same orgamzation 1s entitled to take up to three months of sick leave per
year 1f necessary If the illness extends beyond 3 months then the employee 1s
entitled to recerve 1/2 the regular salary until he/she returns to work

MATERNITY LEAVE

A female employee, who has worked at least one year for an orgamzation, 1s entitled
to maternity leave of 8 weeks at the time of her delivery, this leave 1s with full pay
and benefits Employees with less than one year of service are also permuitted to take
matermty leave of up to 8 weeks, but she 1s entitled to only one-half pay for the time
taken

Female employees are entitled to take a total of only two matermty leaves during
their time of service with the same orgamization

COMPASSIONATE LEAVE

In the event of the death of an employee's mother, father, brother, sister, spouse or
child, the employee 1s allowed to take three working days leave with pay This leave
15 not to be charged to annual leave
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LEAVE WITHOUT PAY

A full-time employee 1s entitled to take up to 30 days of leave without pay every
year with prior notification An employee who has worked for more than 3 years 1s
entitled to take up to one year of leave without pay Time taken as leave without pay
1s not considered as actual time worked when calculating years of service for annual
leave and termination pay

PROBATIONARY PERIOD

All employees are subject to a three-month probationary period During this
probationary period an employee may be dismissed or may terminate at any time
without notice explanation or compensation other than for hours worked Upon
satisfactory completion of the probationary period the employee will be formally
appointed If no formal appointment letter 1s 1ssued to the employee, then he/she 1s
formally appointed by default

TaxeS

Every employer 1s required to deduct income tax from employees' salaries (See
Chapter 6 for more details on taxes and taxation )

ARBITRATION
Labor disputes related to compensation are usually resolved by arbitration through
the Labor Federation [n such cases where arbitration cannot be resolved by the

Labor Federation then the labor courts are responsible for resolving the matters

COMMON PRACTICE

It has become common practice especially in the West Bank, for big employers to
enter into collective wage apgreements with 1ts employees These agreements
generally guarantee mimmum rights for employees and workers primarily in the
areas of wages, health insurance, transportation, and termination pay

B LABOR PRACTICES IN EAST JERUSALEM

T'or workers 1n East Jerusalem the governing [sraeli labor laws entitle the worker to
benefits which employers are required to provide their employees These laws are a
combination of Israeli Labor Laws and National Insurance Laws (Social Security)

WORK HOURS

The standard work hours are 8 hours per day and 40 hours per week
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OVERTIME PAY

Employers are required to pay for time worked 1n excess of 8 hours per day or 40
hours per week Overtime pay 1s calculated at 150% (1 5 times) the employee s base

salary
NATIONAL INSURANCE (SOCIAL SECURITY) AND HEALTH INSURANCE

According to the new Health Insurance Law which became effective 1 January 1995,
all Israelt and Jerusalem residents became automatically entitled to recerve full
medical services (whereas before the passage of this law only members of Health
Funds recerved full medical services under certain terms) The new law requures that
Health Insurance fees be combined with National Insurance payments, and these are
deducted on a monthly basis from the worker's gross salary according to the
following schedule

= For monthly income up to NIS 2,089, the National Insurance and Health
Insurance combined rate 1s 9 7 percent

n For monthly income over NIS 2,089, the National Insurance and Health
Insurance combined rate 1s 16 58 percent

The combined rates are shared by employers and employees according to a ratio set
by the National Insurance Institute and they are modified periodically to reflect
changes n the cost of living

TRANSPORTATION

The employer must provide free transportation for his employees If this 1s not done,
then he must provide a transportation allowance This allowance 1s currently around
NIS 10 per day The amount 1s fixed by National Insurance Institute and 1s
periodically adjusted to reflect changes mn cost of living

TERMINATION PAY

Full-time employees who have worked for at least one year are entitled to recerve a
termination or severance pay at the end of their service, regardless of whether they
are terminated voluntanly or for cause This payment 1s calculated by taking their
most recent monthly salary and multiplying 1t by the number of years of service with
the organization (partial years are pro-rated) This applies to both private and public
organizations
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ANNUAL LEAVE

Employers are required to provide a mimimum number of days of annual leave for
therr full-time employees The legal mimimum 1s

] The first six years of employment 18 working days

- The seventh year of employment 21 working days

] The etghth year and beyond 1 additional working day per year up to a
maximum of 28 days total

Annual leave can only be accumulated from one year to the next, 1t does not need to
be carried over in perpetuity

SICK LEAVE

Full-time employees are permutted to take up to 90 pard days of sick leave per year,
but they must present an acceptable medical certificate to the employer 1n order to be
reimbursed for such leave

MATERNITY LEAVE

A female employee 1s entitled to maternity leave of 12 weeks at the time of her
delivery, this leave 15 with full pay and benefits Maternity leave must be requested
at least one month 1n advance of the anticipated day of delivery and should be
scheduled so that not less than six weeks of the matermity leave occurs after the
estimated date of delivery

COMPASSION LEAVE

In the event of the death of an employee’s mother, father, brother, sister, spouse or
child the employee 1s allowed to take three working days leave with pay This leave
1s not to be charged to annual leave

TAXABLE INCOME

By law every employer 1s required to open a tax file for each employee and deduct
income taxes from employees on a monthly basis and then transfer these deductions
to the tax authonty The deductions are based on the gross monthly salary and
according to a deductions table 1ssued by tax authonity The deductions schedules
are periodically updated to reflect changes in the cost of living

MINIMUM WAGE LAW

The current mmmum wage 1s NIS 1,750 per month Thus 1s revised periodically to
reflect changes in the cost of living
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LABOR COURT

All cases 1nvolving 1ssues regarding workers' rights which cannot be resolved by the
worker and employer or by the National Insurance Institute are resolved i the Labor
Court

HISTADRUT LABOR UNION MEMBERS' OTHER PRIVILEGES

The Histadrut enters mnto collective bargaining agreements on behalf of 1ts members
with employers 1n the private sector, whereby workers have additional nights and
privileges including, but not limited to food allowances, clothes allowances, and
contributions to provident funds (pension schemes)
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EXPORT - IMPORT PROCEDURES

Palestimian entrepreneurs are beginming to rebuild their foreign markets Goods
exported from and imported to the Palestiman Territories pass through Israel and
therefore have to comply with Israeli Customs laws and procedures The West Bank
and Gaza Strip do not yet have control over international entry-exit ports of trade
An airport and a seaport planned for construction 1n Gaza Strip are scheduled to
begin business sometime mn 1998 Under the terms of Oslo 2, the Palestiman
Customs Authority 1s beginming to administer the movement of goods at the
overland crossings with Egypt and Jordan All trade 1s subject to the agreements
with those countries and with Israel which provide for Israeli border control and
supervision of quotas

Regular and competitive direct export 1s an aspiration of Palestiman businesses The
Minstry of Economy, Trade and Industry has given priorty to export development
and promotion Jomtly, leading businesses and the Mustry are m the process of
establishing the Palestiman Trade Development Center

A-  STATUS OF EXPORT-IMPORT TRANSACTIONS

Most Palestiman compamies expedite their export-import transactions by using
Israeli intermediaries Palestinian companies report that security holds and freight
forwarding are usually on schedule when an Israel exporter and customs agent are
handling the clearance and booking cargo space on arr or sea carriers By this
process, the Israeli company receives the goods from West Bank or Gaza Strip and
serves as the exporter of record for the Palestinian company Simularly for imports,
the goods are imported by the Israch company on behalf of the Palestinian company,
then shipped to the Palestiman Territories «

At the Israeh air and sea ports thus 1s likely to remain the most effective procedure
Export-import trade overland through Jordan or Egypt remams limited in the types
of goods that can pass, and they are subject to quotas and long delays Thus 1s likely
to continue at least during the interim period until the bilateral trade agreements are
fully operational, international border protocols are 1 place, and Palestinian customs
agents and freight forwarders are licensed and operational

Handling export-import transactions through an Israel agent can add unnecessary
cost to the transaction and dimimish PNA revenues Travel restrictions for
Palestimans prevent an exporter from going to a port facilhity if necessary to oversee
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an operation, or to assure the handling and timing of a shipment after it leaves the
Palestinian territories, or for an importer to go to the port and mspect the condition
of a shipment on arrival This means that operationally the Palestinian company
does not control the process and cannot make assurances to the external trading
partner, nor does the Palestimian company get the experience and logistical
knowledge to be ganed from having direct access to foreign markets

Some Palestinian companies now engage 1n exporting goods directly in that they are
not using an Israeli export company Still they must use Israeli companies to effect
many of the operations involved, including trucking companes, customs agents,
freight forwarders, and shipping companies Nevertheless, most export-import
transactions around the world are handled by multiple, expenenced, third party
agents located geographically at each point on the international 1tinerary of the
goods These third parties make the transaction happen, acting as agents on behalf
of the buyer and the seller

In the final analysis, the practical concerns of getting a shipment delivered are the

bottom line 1n selecting third party service providers, because what matters most 15
getting the job done right and on time

B OPTIONS FOR EXPORTING

Four ways to accomplish an export transaction can be 1dentified in order of
increasing difficulty, risk and liability as follows

u Filling orders This entails selling to a domestic buyer who exports the
goods has access to - and knowledge of - the foreign market buyers and their
sales and distribution networks '° In the Palestimian Territories this often
takes the form of production subcontracting A beneficial impact of this
arrangement 1s that 1t helps develop local capabilities for export quahty and
volume The main disadvantage 1s that 1t keeps producers out of direct
contact with buyers, third party service providers, packaging requirements,
current market demands, and design trends

L] Fmding a representative This involves a manufacturer actively searching
for a purchasing representative 1n target foreign country (or a distributor or a
related business 1n the target country) Such contacts are often made at trade
shows and on business trips, or through the commercial sections of foreign
embassies

'O Prggyback marketing” 15 a term sometimes used to describe relationships where a manufacturer sells

1o or teams up with a distributor who has a contract with a buyer n another country If the manufacturer has a
high level of risk and control the arrangement could be a form of Indirect Exporting or shared freight to the
same destination 1f he has a low level of risk and control the arrangement could be a form of Order Filling
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u Indirect exporting Thus 1s selling to a foreign buyer through a domestic
agent (export trader, export management company, export trading company,
or export trade consultant) who has knowledge of or specialized access to a
target market-

= Direct exporting This requures selling directly to a foreign importer or
other type of buyer or distributor 1n a foreign country In this strategy for
accessing a foreign market, the exporter selects the market, the distribution
strategy, and the importer or buyer/distributor

The expectation of profit and the risk of loss are generally greatest in a direct export
transaction The PNA 1s presently analyzing export icentives and programs to
reduce export risk Regardless of the public sector's efforts to facilitate trade,
ultimately 1t 15 the entrepreneurs who can best protect themselves by bemg well-
mformed and creative, cautious and aggressive

¢ “THE EXPORT-IMPORT CHAIN

The objective of this section 1s to establish a common terminology applicable to all
forms of conveyance - sea, land or air The export-import process is presented as an
eight-step chain  The process begins when the manufacturer who has goods to sell,
and the importer who has the financial capability to buy, reach a sales or distribution
agreement In order for the goods to move along the chain from the factory in the
exporting country to the buyer 1n the importing country, the shipment must clear all
the hurdles to go through these eight steps  The process 1s graphically represented
1 the figure entitled "Export-Import Chain" on the next page

One person's export 1s another person's import A Palestiman exporfer can mterpret
the chain as depicting the process by which the factory makes the sale of 1ts product,
has the goods delivered to the buyer or distributor, and gets paid A Palestimian
mmporier can interpret the chain as the mirror image process by which the foreign
manufacturer of the product 15 located and paid, and the product 1s delivered

The following 1s a narrative description of the eight-step process This model uses
the case of a purchase and sale transaction between an exporting manufacturer and
an importing buyer/distributor The previous section explained there 1s frequently an
additional export-import company in the transaction It was also explaned that the
exporter and the manufacturer may be a separate comparues, just as the importer and
buyer may be separate compames The steps m this process are

o3



CHAPTER | | EXPORT-IMPORT PROCEDURES

EXPORT-IMPORT CHAIN

SALES OR DISTRIBUTION AGREEMENT

TRANSACTION AGREEMENT MADE BETWEEN EXPORTER/PRODUCER AND
IMPORTER/BUYER WITH SPECIFICATIONS OF GOODS AND ARRANGEMENTS FOR
PAYMENT

PRODUCTION FOR EXPORT

EXPORTER/PRODUCER MANUFACTURERS GOODS OR PROCURES THEM PER
BUYER SPECIFICATIONS

PACK FOR INTERNATIONAL TRANSFPORT

EXPORTER/PRODUCER AND/OR EXPORT CUSTOMS AGENT FREIGHT FORWARDER
PACK GOODS FOR INTERNATIONAL SHIPPING

ExXPORT CLEARANCE

CUSTOMS AGENT FREIGHT FORWARDER COMPLETE EXPORT DOCUMENTS AND
INSPECTIONS ARRANGEMENTS FOR COMPLIANCE WITH EXPORT REQUIREMENTS

INTERNATIONAL TRANSPORT

FREIGHT CARRIER TRANSFORTS GOODS FROM FORT OF EXIT IN EXPORTING
COUNTRY TO PORT OF ENTRY IN IMPQRTING COUNTRY

IMPORT CLEARANCE

{MPORTER/BUYER AND IMPORT CUSTOMS AGENT FREIGHT FORWARDER MOVE
GOODS THROUGH IMPORT INSPECTIONS AND CLEARANCE FOR ENTRY TO IMPORTING
COUNTRY

RECEIVING FOR PURCHASE

IMPORTER/BUYER CONCLUDES RECEIVING PROCEDURES OF GOODS FOR PURCHASE
AND USE OR RESALE THROUGH INTERNAL DISTRIBUTION CHANNELS

FINAL PAYMENT

UPON COMPLIANCE WITH ALL TERMS OF QRIGINAL PURCHASE AND SALE
AGREEMENT AND PAYMENT CONDITIONS FINAL PAYMENT IS RELEASED TO
EXPORTYER/PRODUCER
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Sales or Distribution Agreement. This agreement may be as extensive as a
lengthy written sales contract or distributor agreement covering multiple
shipments, or 1t may be as mimmal as a purchase order for a single shipment
(see Appendix E, "About Distributor Agreements") What 1s needed depends
on the needs of the buyer, the history of the parties doing business together,
the type of product, and the complexity of product specifications, shipping
procedures and arrangements for payment (see Appendix E, "Factors to
Consider When Choosing a Foreign Representative")

The costs and risks are generally so great that many manufacturers will not
begin to prepare the shipment until recerving confirmation that an irrevocable
Letter of Credit (L/C) has been 1ssued This means payment will be available
as soon as the shipment 1s delivered and all terms and conditions are fulfilled
An L/C 1s probably the most restrictive method of payment, and an
increasing number of businesses are using other methods

Produce for Export After the manufacturer receives confirmation that the
buyer has complied with the agreed upon procedures for payment, production
can be completed to the agreed upon specifications Exporters need to be
sure about the details of wholesale and retail packaging and labeling
requirements

Pack for International Transport The requirement for international
shipping includes loading and packing the correctly prepared Iot of goods
into a suitable international shipping container provided by the shipping
company It may be possible for the manufacturer to do thus at the factory, or
the freight forwarder may have to do 1t at the port facility

Export Clearance The shapment 1s subject to inspection and documentation
procedures required by the exporting country, including the shipping
company, port authority, Customs Authonty, and any other agency required
to approve the shipment This includes a review of all documents to verify
compliance with export requirements of the country of orign, ports of
transit, and country of destination

International Transport Before recerving goods for international transport,
an nternational shipping company will do 1ts own review of shipping
documents After recerving the goods 1t 1s the transportation company which
15 subject to liability for loss or damage due to mishandling or negligence,
and possible non-collection of the cost of freight The terms and conditions
of coverage by freight insurance may effect the way certain operations must
be specified and performed for the coverage to be valid
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Import Clearance The shipment 1s subject to mspection 1n the importing
country by all agencies with junisdiction over some aspect of the goods
before they are allowed in International ports of entry as a rule have
facilities at or adjacent to the port for the quarantine and inspection of
shipments to verify compliance regarding legality, quantity, packaging,
labelling, condition, toxicity, hygiene, and authenticity of the commercial
transaction

Recewving for Purchase Afier clearance for entry the importer or agent
takes dehivery of the goods for purchase and use or resale After thus step the
importer will be liable for the product, fees and taxes, notwithstanding the
obligations of the exporter or manufacturer under the terms of the sales
agreement

Final Payment After the shipment 1s venfied to be 1n compliance with all
the terms and conditions of the sales agreement regarding payment, the
financial intermediary -- typically a bank in the country of origin -- can
release payment to the manufacturer Prepaid transactions occur, but most
transactions require some type of confirmation of compliance with all terms
and conditions regarding product and packaging specifications prior to
release of final payment

PRINCIPAL EXPORT-IMPORT PARTIES

This section defines the role of the principal parties mmvolved in the export-import
process starting with the manufacturer of the goods for export It 1s based on
conveyance by sea or air

The parties involved 1n the import process in the country of destination generally
repeat the parties involved 1n the export process in reverse order with vaniations by
country, by port, and by means of transport This list of ten principal parties 1s
defined n the narrative description that follows, and they are graphically represented
in the figure on the next page

Producer This 1s the manufacturer in the exporting country A Palestinian
importer may be dealing with a foreign producer who 1s a manufacturer, or
with an authorized agent or distributor of the manufacturer of the goods The
key in working with a company's agent 1s whether or not the person can
obligate the company

Exporter Ths 1s the trading company which s the exporter from the
country of ongin A Palestimian exporter may have other parties involved 1n
the transaction, such as a merchant, a dealer, or an Israeli exporter of record
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PRINCIPAL EXPORT-IMPORT PARTIES
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Correspondent Bank This 1s the financial institution located 1n the country
of origin which 1s involved on behalf of the exporter, and which can do
business with the buyer/importer's bank 1n the country of destination

Trucking Company This refers to one or more overland (or "inland")
freight companies 1n the country of onigin It may receive the goods from the
factory or from the manufacturer's truck Ordinarily a number of trucking
companies are mvolved at different points in the itinerary of the goods, for
example locally this could start with a Gaza truck going from a Gaza
manufacturer to Erez on the border with Israel, then an Israeli truck from
Erez to Ashdod's seaport

Customs Agent-Freight Forwarder Sometimes called a clearance agent,
this 1s a private sector company (not to be confused with the government's
Customs Authority) The customs agent performs the functions of
shepherding the shipment through the export clearance process, and
assembling all the documents to evidence clearance, including payment of
export duty if any Most customs agents also provide freight forwarding
services This involves getting the goods transported between each of the
agencies and inspectors until export clearance has been completed and the
shipment can be received by the international transportation company (see
Appendix E "Dealing with Customs Brokers") A list of the registered
Israeli customs agents can be found in Appendix A

Insurance Company Freight insurance 1s usually required for international
shipments and as a condition of payment In most cases, a customs agent
will have a working relationship with an insurance company

Port Authority This 1s the entity that operates a seaport which controls
loading, departures and arrivals of vessels The Authority may own and
operate storage facilities which an export-import company will need to use

Customs Authority This 1s the governmental agency which controls exports
and 1mports to sure compliance with laws and regulations, particularly
assessment and collection of duty and enforcement of quotas

Inspectors Ths refers to a variety of people knowledgeable about particular
products and/or transport requirements A governmental mspector enforces
regulations of the respective governmental agency A third party inspector is
usually an expert ("referee" or "surveyor") who mspects a shipment to
resolve or substantiate a claim

International Transportation Company This 1s the air or sea freight
company which transports the goods from one port to another In some parts
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of the world, international freight moves across multiple mternational
borders by overland trucking companies For Palestiman trade this 1s not
allowed, trucks must be off-loaded at the border until clearance 1s completed
and a truck from the other side can take it

u Importer This s the trading company which 1s the importer in the country
of destination In the case of a Palestiman import transaction, there may be
an Israeh importer of record The importer may be the same business entity
as the buyer or end user

] Buyer/Distributor This may be a purchasing end user, a purchasing
merchant or distributor, or an authorized distributor

An important detail m the relationship between parties 1n the export-import chain
mvolves the formal rece1ving process As a shipment 1s transferred from one place
to another, a receiving tag (or "dock tag") should be 1ssued A recerving tag 1s the
document to evidence a transfer of goods that have been recerved 1 the condition
they are supposed to be

‘When the cargo changes hands, title or ownership of the goods 1s n process of
changing as well, and the recerver has to confirm that the goods are m order and the
documents complete The hability of a transportation and/or storage company 1s a
serious financial and legal obligation If a handler damaged the goods, and the next
party in the chain takes delivery without noting the damage, then the party that did
the damage may have succeeded 1n passing the responsibility and loss to the next
party In the case of such an error, an mnsurance company may be released from 1its
obligation to pay an otherwise legitimate claim

it & 7y v Ty

E  TERMS OF SALE ) - o -
The price of a shipment of goods can vary greatly depending on the terms of sale
quoted by the manufacturer The cost of nternational transportation is the main
expense item to be mcluded or excluded according to the optional or alternative
terms of sale Thus, the location reference will normally be either the port of
embarkation in the country of origin or the port of disembarkation in the country of
destination Also specified by the terms of sale 1s whether the seller or the buyer
pays for msuranc‘e\gnd loading The abbreviations and thewr components with their
most common usage are summarized in the table entitled "Terms of Sale"
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TERMS OF SALE

TERM FULL NAME LOCATION COST MEMS COMNVEYANCE
CIF CosT INSURANCE | DEsTINATION | CosT oF GoobDs SEA
& FREIGHT INTERNATIONAL FREIGHT
LOADING EXPORT &
INSURANCE
CIP CARRIAGE & DESTINATION | (LIKE CIF) COST OF AIR LAND
INSURANCE PAID GOODS INTERNATIONAL
TO DESTINATION FREIGHT LOADING
(Es NEW YorK) EXPORT & INSURANCE
CFR CosT AND FREIGHT | DESTINATION | COST OF GOODS SEA

INTERNATIONAL FREIGHT
LOADING & EXPORT

CPT CARRIAGE PAIC TO | DESTINATION | (LIKE CFR) CosT OF AIR LAND
DESTINATION (E G GooDSs  INTERNATIONAL
NEW YORK) FREIGHT LOADING &
EXPORT
EXW Ex WoORKSs (E 6 ORIGIN CosT oF Goobs NONE INCLUDED
Ex FACTORY EX
WAREHOUSE)
FAS FREE ALONGSIDE ORIGIN CosT oF GooDs INLAND | SEA
SHIP FREIGHT UNLOADING &
WHARFAGE
FCA FREE CARRIER ORIGIN Cost oF Goobs INLAND | SEa
FREIGHT UNLOADING &
LOADING
FOB FREE ON BoOARD ORIGIN CosT oF Goobs INLAND | SEA
FREIGHT UNLOADING &
LoADING

Perhaps the most common term of sale used in this region 1s CIF A foreign
manufacturer who quotes a Palestinian importer a manufacturer's price "CIF
Ashdod” would cover the cost of goods sold, freight insurance 1nland freight, export
fees loading, and shipping up to the point of unloading The Palestinian buyer then
would have to pay the cost of unloading, import fees, duty, taxes, port fees and
clearance plus overland freight to the buyer’s loading dock (for information on
taniffs and duty rates, see Section H below)
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In addition to the tabulated defimtions, frequently used terms are shown graphically
below This shows some of the alternatives in the context of sea freight Modern
business 1s evolving ever-more precise terms and adaptations for different means of
conveyance, but the traditional terms of longstanding - CIF and FOB - are
commonplace and universally understood

Terms of Sale

L

Ex Factory
ExWorks_ I
Frae Alonguide F.AS. (Nawed) Yesssl |
Fres On Board FO B (Named) Veasel
Cosl, Insurancs 8 Freight G |F_(Mamed] Destinatian 4

_Ex Dock (Named) Destination —

IMPORTER
o o

Assumes Risks & Costs Asbumes Risks & Coste
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F EXPORT PROCEDURES FROM THE PALESTINIAN TERRITORIES

This section presents the operational procedures between the Palestinian exporier
and a foreign importer The process described here focuses on shipping logistics
because preparation and tracking of the shipment 1s the exporter's pnmary function
in the transaction This 1s in contrast to the importer's pnimary function n the
transaction which concerns payment (see Section G)

Export-import transactions have been described as a "documents-intensive"
opetation, meaning that a great deal of paperwork 1s required Many of the forms

and documents discussed below appear in Appendix E, as noted by an asterisk ("*")
n the text

This description of the procedures uses the case where the means of transportation 1s
by sea The reason for this 1s that sea freight 1s the least expensive 1n most cases but
1t makes the time factor an added transactional risk Transport by air assumes that
both the exporter and the importer have reasonably secure access to an airport and
air freight carrier, and 1t assumes the willingness of one party to pay the added cost
of air freight Generally speaking, the added cost of air freight reduces the nisk of

non-performance due to delays 1n shipping when the price and weight and/or volume
of the shipment makes air freight feasible

A caveat to this chronology of operational procedure 1s that the specific order of
steps will depend on such variables as the type of goods, means of conveyance, port

logistics arrangements for payment, and the degree of facilitation at the border by
the Customs Authority

STEPS IN THE EXPORT PROCESS

THE EXPORTER SUBMITS AN APPLICATION FOR AN EXPORT LICENSE ISSUED BY
THE MINISTRY OF ECONOMY TRADE AND INDUSTRY WHICH IS AVAILABLE FROM
CHAMBERS OF COMMERCE IN THE AUTONOMOUS PALESTINIAN AREAS THE
LICENSE IS UNDER THE AUSPICES OF THE PALESTINIAN NATIONAL AUTHORITY
IN OTHER AREAS OF THE WEST BANK LICENSES ARE STILL UNDER THE
AUSPICES OF THE ISRAELI CIVIL ADMINISTRATION THE CONTENT OF THE
FORMS IS SUBSTANTIALLY THE SAME FROM BOTH AUTHORITIES UPON
APPROVAL THE APPLICATION IS STAMPED SIGNED AND BECOMES THE EXPORT
LICENSE EACH SHIPMENT MUST BE REGISTERED ON AN "EXPORT DELIVERY"
FORM BY THE CUSTOMS AGENT
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THE EXPORTER AND FOREIGN IMPORTER NEGOTIATE A SALES OR DISTRIBUTOR
AGREEMENT IN THE SIMPLEST TERMS THE AGREEMENT CAN BE AN INVOICE
FOR AN ORDER DELIVERABLE IN A SINGLE SHIPMENT OF GOODS AT THE
OTHER EXTREME THE SALES AGREEMENT MAY BE AN EXTENSIVE WRITTEN
CONTRACT COVERING MULTIPLE SHIPMENTS OVER A PERIOD OF TIME
COMMONLY ONE YEAR THE CONFIRMATION OF QUALITY SPECIFICATIONS IS
NORMALLY DONE THE FIRST TIME A PRODUCT IS SHIPPED ON THE BASIS OF AN
INDIVIDUAL PRODUCT SAMPLE OR PROTOTYPE SHIPPED BY EXPRESS CARRIER
THIS 1S NECESSARY UNTIL THE PARTIES HAVE A LEVEL OF MUTUAL TRUST AND
ADEQUATE. DIRECT COMMUNICATION

EXPORTER AND IMPORTER CONFIRM PRODUCT AVAILABILITY (OR DATE OF
COMPLETED PRODUCTION AND AVAILABILITY OF PRODUCT FOR SHIPPING)
QUANTITY OF GOODS ORDERED PRODUCT AND PACKING SPECIFICATIONS AND
EXPECTED SHIPFING SCHEDULE

EXPORTER PRODUCES AND PACKS THE GOODS TO BE EXPORTED

EXPORTER CONTACTS THE CHAMBER OF COMMERCE OR OFFIGE OF THE
MINISTRY OF ECONOMY TRADE AND INDUSTRY TO OBTAIN A CERTIFICATE OF
ORIGIN FOR THE GOODS THIS IS THE EXPORTER'S DECLARATION WITH
OFFICIAL PALESTINIAN CERTIFICATION THAT THE GOODS TO BE EXPORTED
ORIGINATED AND WERE PRODUCED IN PALESTINIAN TERRITORY UNDER THE
PNA's JURISDICTION TO BE ELIGIBLE FOR CERTIFICATION AS HAVING
PALESTINIAN ORIGIN AT LEAST 35 PERCENT OF A PRODUCT'S VALUE MUST BE
DERIVED FROM PALESTINIAN INPUT (E G LABOR OR MATERIALS)

EXPORTER ISSUES A PRO FORMA INVOICE FOR THE SHIPMENT THIS SHOULD
BE ON THE EXF’ORTER/F’RODUCER'S OFFICIAL LETTERHEAD AND IDENTIFY THE
IMPORTER/BUYER AND CUSTOMS AGENT |IT SHOULD ALSO DESCRIBE THE
GOODS THE QUANTITY AND WEIGHT OF THE SHIPMENT AND THE VALUE OF THE
GOODS TO BE SHIPPED FOR FINISHED MANUFACTURED PRODUCTS THE PRO
FORMA INVOICE MAY BE SUFFICIENT TO CONCLUDE THE TRANSACTION

A COMMERCIAL INVOICE ’leLL BE NEEDED IF THE PRO FORMA INVOICE
CANNOT PROVIDE ALL OF THE DETAILS OF THE FINAL SHIPMENT Il E DUE TO
VOLUME QUALITY OR PRICE VARIABLES WHICH CANNOT BE SPECIFIED UNTIL
THE TIME OF SHIPMENT) A COMMERCIAL INVOICE IS THEREFORE ORDINARILY
NOT AVAILABLE UNTIL AFTER THE GOODS ARE PACKED AND READY FOR
SHIPPING OR IN SOME CASES UNTIL THEY HAVE BEEN LOADED ON THE
INTERNATIONAL VESSEL

A CONSULAR INVOICE IS SOMETIMES REQUIRED AS WELL THIS IS A
REGISTRATION OF THE INVOICE USED FOR THE TRANSACTION BETWEEN THE
BUYER AND THE SELLER BY THE CONSULATE OF THE COUNTRY OF
DESTINATION LOCATED IN THE GOUNTRY OF ORIGIN
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THE EXPORTER/PRODUCER MUST ISSUE A PACKING LIST FOR THE GOODS TO
BE EXPORTED THIS SHOULD BE ON THE EXPORTER'S LETTERHEAD IDENTIFY
THE IMFORTER AND OR CUSTOMS AGENT AS WELL AS DESCRIBE THE GOODS
THE QUANTITY AND WEIGHT OF THE SHIPMENT IT IS EXTREMELY IMPORTANT
THAT THE PACKING LIST BE ACCURATE IN STATING THE NUMBER OF PALLETS
BOXES THE CONTENTS IN EACH BOX AND THE PRODUCT TYPE GRADE AND
SPECIFICATIONS ANY MISTAKE OR VARIANCE IN THESE DETAILS BETWEEN THE
DOCUMENTS AND THE ACTUAL SHIPMENT AS LOADED IN THE SHIPPING
CONTAINER OR BETWEEN ANY OF THE SHIPPING DOCUMENTS COULD LEAD TO
A REJECTION OF THE SHIPMENT FINES OR NONPAYMENT (E G THE BANK NOT
RELEASING PAYMENT PURSUANT TO A LETTER OF CREDIT DUE TQO FAILURE TO

STATE CORRECTLY THE SIZE AND NUMBER OF PACKAGES AS INDICATED IN THE
L/C

EXPORTER OR PALESTINIAN TRUCKING COMPANY TRANSPORTS GOODS TO THE
TRANSFER POINT FOR OFF LOADING TO THE ISRAELI TRUCKING COMPANY FOR
OVERLAND TRANSPORTATION IN ISRAEL TO THE INTERNATIONAL PORT THIS
INLAND TRANSIT MAY BE CONTRACTED BY THE EXPORTERS CUSTOMS AGENT
FREIGHT FORWARDER

TRUCKING COMPANY DELIVERS GOODS TO THE PORT OF EMBARKATION WHERE
A DOCK RECEIPT 1S ISSUED THERE (OR AT AN INTERMEDIATE LOCATION EN
ROUTE TO THE PORT) THE SECURITY INSPECTION WILL BE CONDUCTED BY
ISRAELI INSPECTORS THE PROCEDURE IS ENTIRELY CLOSED TO
UNAUTHORIZED PERSONNEL WHICH INCLUDES PALESTINIANS

THE CUSTOMS AGENT RECEIVES THE GOODS ON BEHALF OFF THE EXPORTER
FOR TRANSFER TO THE INTERNATIONAL CARRIER AFTER FINAL CONFIRMATION
THAT ALL SHIPPING AND EXPORT DOCUMENTATION IS IN ORDER AND BEGINS
THE PROCESS OF EXPORT CUSTOMS CLEARANCE THIS INCLUDES ARRANGING
FOR ANY GOVERNMENTAL OR THIRD PARTY INSPECTIONS AND PAYMENT OF ALL
EXPORT FEES DUTY TARIFFS AND HANDLING CHARGES AS NEEDED TO FOR
CUSTOMS CLEARANCE ONE OR MORE INSPECTION CERTIFICATES MAY BE
ISSUED

PRIOR TO SHIPPING THE EXPORTER/PRODUCER WILL BE REQUIRED TO INSURE
THE GOODS WHILE IN TRANSIT AN INSURANCE CERTIFICATE BY A BONA FIDE
INTERNATIONAL FREIGHT INSURANCE COMPANY IS NORMALLY A CONDITION OF
PAYMENT

THE CUSTOMS AGENT CONFIRMS CARGO SPACE ON THE INTERNATIONAL
CARRIER AND ISSUES A SHIPPING MANIFEST CALLED AN AIRWAY BILL FOR
GOODS SHIPPED BY AIR OR ALTERNATIVELY A BiLL OF LADING FOR GOODS
SHIPPED OVERLAND OR BY SEA AND FAXES A COPY ALONG WITH THE
REMAINING DOCUMENTATION TO THE IMPORTER OR THE IMPORTER'S CUSTOMS
AGENT THIS IMPORTANT DOCUMENT IS THE CONTRACT BETWEEN THE FREIGHT
COMPANY AND THE EXPORTER/PRODUCER
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15 THE CUSTOMS AGENT AND/OR TRANSPORTATION COMPANY LOADS THE SHIPPING
CONTAINER [F IT WAS NOT ALREADY DONE AT THE FACTORY

I8 THE EXPORTER'S CUSTOMS AGENT ARRANGES FOR SHIPPING CONTAINER'S
TRANSFER TO THE INTERNATIONAL CARRIER AND NOTIFIES IMPORTER (OR
IMPORTER'S CUSTOMS AGENT) OF TRANSFER AND PENDING DEPARTURE OF THE
CARRIER

17 THE INTERNATIONAL CARRIER VESSEL DEPARTS TRAVELS AND ARRIVES AT THE
PORT OF DISEMBARKATION

18 THE TRANSPORTER OR IMPORTER'S CUSTOMS AGENT GIVES IMPORTER NOTICE
OF VESSEL'S ARRIVAL THIS MAY BE AS FORMAL AS A WRITTEN NOTICE OR AS
INFORMAL AS A TELEPHONE CALL DEPENDING ON LOCAL ESTABLISHED
PROCEDURES AND THE STANDARD OPERATING PROCEDURES OF THE PARTIES
THE IMPORTER'S CUSTOMS AGENT MAY MAKE A FRELIMINARY REFPORT ON ANY
PROBLEMS DETECTABLE PRIOR TO A DETAILED OR OFFICIAL INSPECTION OF
THE GOODS [F NO PROBLEMS ARE DETECTED WHICH MIGHT LEAD TO NON-
FULFILLMENT OF THE SALES AGREEMENT THE IMPORTER'S CUSTOMS
AUTHORITY BEGINS THE PROCESS OF CLEARANCE THROUGH IMPORT
INSPECTIONS AND PROCEDURES

(Re] THE GOODS ARE TRANSFERRED TO IMPORTER (OR IMPORTER'S RECEIVING
AGENT) WHO THORQUGHLY INSPECTS THE GOODS AND DOCUMENTS FOR
COMPLIANCE WITH SPECIFICATIONS

¢ IF THE GOODS COMPLY FULLY WITH THE PURCHASE ORDER
SPECIFICATIONS AND THE DOCUMENTATION IS IN ORDER THE GOODS
CAN BE RECEIVED WITHOUT EXCEPTION THAT IS ON AN UNQUALIFIED
BASIS

¢ IF THE GOODS OR THE DOCUMENTATION ARE NOT IN FULL
COMPLIANCE THEY MAY BE RECEIVED ON A CONDITIONAL BASIS AND
THE IMPORTER BEGINS TO REMEDY OR RESOLVE THE BASIS FOR
NONCOMPLIANCE

L IF THE GOODS OR THE DOCUMENTATION ARE NOT IN FULL COMPLIANCE
AND THE CONDITION CANNOT BE REMEDIED THE IMPORTER MAY SORT
OR SEGREGATE GOODS UNFIT FOR SALE OR THE IMPORTER MAY
RECEIVE THE GOODS SUBJECT TO SALE OR OTHER DISPOSITION
OUTSIDE THE STANDARD OR AGREED UPON CONDITIONS OF SALE IN
THE WORST CASE THE IMPORTER REJECTS GOODS WHICH MAY BE
SUBJECT TO RETURN TO COUNTRY OF ORIGIN ON ACCOUNT OF THE
EXPORTER

20 THE IMPORTER/BUYER MAKES ANY INSPECTIONS REQUIRED AS A CONDITION OF
SALE AND THE BUYER RECEIVES CONDITIONALLY OR UNCONDITIONALLY-THE
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SHIPMENT THE IMPORTER MAY MAKE A RECEIVING REPORT TO THE
EXPORTER IF THERE IS A PROBLEM WITH THE ARRIVAL THE PROCESS OF
ClLAIMS SURVEY AND A NEW ROUND OF INSPECTIONS MAY BEGIN

21 THE IMPORTER PREPARES REPACKS OR CONFIGURES THE GOODS FOR
ONWARD OVERLAND TRANSPORTATION

22 THE INLAND TRUCKING COMPANY RECEIVES LOADS AND TRANSPORTS THE
GOODS TO THE FINAL DESTINATION

23 THE IMPORTER SENDS OR ARRANGES FOR RELEASE OF FINAL PAYMENT AND
PREPARES A FINAL ACCOUNTING TO EXPORTER

Additional shipping documents that may be required in a transaction but may not be
prepared or 1ssued by the exporter include the following

= Surety A bond posted to assure payment of customs duty

" Shipper's Export Declaration A form required by the U S for statistical
purposes

L] Movement Certificate A form indicating the itinerary of the goods and/or
the official approval for them to travel, this can be especially important for
shipments transiting through multiple international ports

The PNA has no published list of products prohibited for export, although many are
subject to quotas A movement certificate may be required to transit Israel
Additional documents may be required based on the type of product This affects
principally two kinds of products namely hazardous materials and agricultural
products

L] Hazardous products

Palestinian private parties are restricted from bringing firearms in or out of
the Palesttman Terntories Finished products which could be construed to be
explosive, such as manufactured gas camsters and water heaters have not
been allowed by Israel authorities to move freely out of the Palestiman
Territories
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n Agricultural products

There are quotas on Palestinian export to Israel on the following six

products

. Poultry

. Eggs

. Tomatoes

. Cucumbers
. Melons

. Potatoes

Additional required permuts for agricultural goods are a Movement
Certificate, a Phytosanitary Certificate, and a Marketing Certificate from the
PNA's Ministry of Agriculture

G IMPORT PROCEDURES TO THE PALESTINIAN TERRITORIES

The following lists the operational steps 1n the import process to the Palestiman
Territories between a Palestinian importer and a foreign exporter The procedures
focus on the details of payment by the importer to the exporter Thus 1s m contrast to
the preceding on exports where the focus 1s on shipping logistics  An astenisk ("*")
means that a sample document can be found in Appendix E The procedures assume
transport by sea

There are many methods of payment used in nternational transactions The
narrative here explains the procedure mn the case of payment by Letter of Credit
(L/C) because after the purchase and sale agreement has been reached, the primary
responsibility of the importer mn the transaction 1s to deposit the funds and open the
L/C The L/C 1s a common form of payment in international transactions because 1t
tends to provide both parties with the maximum protection agamst farlure to perform
by the other party It 1s not without risk, however, mainly due to delays n the
shipping and delivery times specified, or discrepancies m the documents required,
and these problems are likely to invalidate the L/C An L/C 1s also costly and ties up
the importer's capital

If an importer refuses to pay by means of a L/C, tlus does not mean that a purchase
order 1s not legitimate The manufacturer may have a sound transaction using
another method of payment  Alternative forms of payment mclude the following
cash 1n advance, open account, bank draft, consignment, counter trade, and barter A
matrx comparing them 1s mcluded i Appendix E

The important thing 1n deciding on method of payment 1s that the buyer should be
asked to provide references Trade references should include a contact list of at least
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three regular customers, credit references should include at least the buyer's principal
bank The manufacturer or exporter can check these references directly 1If the

prospective buyer 1s not willing to provide this information, then the purchase order
should not be taken seriously

STEPS IN THE |IMPORT PROCESS

THE IMPORTER SUBMITS AN APPLICATION FOR AN IMPORT LICENSE ISSUED BY
THE MINISTRY OF ECONOMY TRADE AND INDUSTRY AVAILABLE THROUGH
OFFICES OF THE CHAMBER OF COMMERCE IN THE AUTONOMOUS PALESTINIAN
AREAS THE LICENSE IS UNDER THE AUSPICES OF THE PNA IN OTHER AREAS
OF WEST BANK THEY ARE STILL UNDER THE AUSPICES OF THE ISRAELt CiviL
ADMINISTRATION THE CONTENT OF THE FORMS IS SUBSTANTIALLY THE SAME
FROM BOTH AUTHORITIES UPON APPROVAL THE APPLICATION IS STAMPED
SIGNED AND BECOMES THE IMPORT LICENSE EACH IMPORT SHIPMENT MUST
ALSO BE AUTHORIZED BY THE MINISTRY AND IS SUBJECT TO QUOTA
CONTROLS AND LABELING REQUIREMENTS DEPENDING ON THE PRODUCT IT
MAY ALSO BE SUBJECT TO TESTING BY THE ISRAELI STANDARDS INSTITUTE

2 THE IMPORTER AND FOREIGN EXPORTER NEGOTIATE THE SALES OR
DISTRIBUTOR AGREEMENT [N THE SIMPLEST TERMS THE AGREEMENT CAN BE
AN INVOICE FOR AN ORDER DELIVERABLE IN A SINGLE SHIPMENT OF GOODS
AT THE OTHER EXTREME THE SALES AGREEMENT MAY BE AN EXTENSIVE
WRITTEM CONTRACT COVERING MULTIFLE SHIPMENTS OVER A PERIOD OF TIME

3 THE EXPORTER SENDS THE IMPORTER AN INVOICE FOR THE GOODS THE
INVOICE INCLUDES A DETAILED DESCRIPTION OF THE GOODS THE PRICE AND
THE QUALITY THERE ARE THREE TYPES OF INVOICE THAT MAY BE INVOLVED IN
A SINGLE TRANSACTION A PRO FORMA INVOICE IS GENERALLY NECESSARY
TO START THE TRANSACTION AND ARRANGE FOR PAYMENT BUT IS COMMONLY
FOLLOWED AT THE TIME OF SHIPMENT BY A COMMERCIAL INVOICE WHICH IS
THE VALID DOCUMENT FOR COLLECTION SOME COUNTRIES ALSO REQUIRE A

CONSULAR [INVOICE TO BE ISSUED BY THE CONSULATE OF THE DESTINATION
COUNTRY

g * THE IMPORTER TAKES THE PRO FORMA INVOICE TO A LOCAL BANK WHICH WILL
PREPARE THE L/C FOR THE AMOUNT OF MONEY REQUIRED THE LOCAL BANK
1S LIKELY TO REQUIRE THE IMPORTER TO PROVIDE A PERCENTAGE (COMMONLY
25%) OF THE VALUE OF THE GOODS AS A CONDITION FOR ISSUING THE L/C
THIS PREMIUM IS REFUNDED TO THE IMPORTER AFTER FINALIZING THE IMPORT
TRANSACTION
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FOLLOWING ISSUANCE OF THE L/C THE IMPORTER'S BANK INFORMS THE
EXPORTER (OR THE EXPORTER'S BANK) THAT THE L/C HAS BEEN ISSUED THE
BANK SENDS A LETTER OF CONFIRMATION WHICH INCLUDES THE INVOICE AND A
CERTIFICATE OF ISSUANCE OF THE L/C

THE EXPORTER (OR EXPORTER'S CUSTOMS AGENT) SENDS THE IMPORTERS
BANK A COPY OF THE SHIPPING MANIFEST CALLED A BiLL oF LADING (B/L) iF
THE SHIPMENT IS BY SEA OR AN AIRWAY BILL IF THE SHIPMENT IS BY AIR
WHEN ALL OTHER TERMS AND CONDITIONS OF THE L/C HAVE BEEN MET THE
IMPORTER'S BANK NOTIFIES THE IMPORTER THAT THE DOCUMENTS ARE
COMPLETE

THE IMPORTER FINALIZES THE DEPOSIT OF PAYMENT FOR THE VALUE OF THE
GOODS THE BANK STAMPS THE SHIPPING DOCUMENTS AND RETURNS THEM TO
THE IMPORTER WHO HAS THEM NOTARIZED

THE IMPORTER'S BANK REFUNDS THE PREMIUM TO THE IMPORTER

THE EXPORTER RECEIVES CONFIRMATION OF THE COMPLETION OF THE
FOREGOING TRANSACTIONS AND PROCEEDS TO SHIP THE GOODS THE
SHIPPING DOCUMENTS ARE SENT TO THE IMPORTER AND THE SHIPPING
COMPANY SENDS A COPY OF THE SHIPPING MANIFEST TO THE CUSTOMS AGENT

THE IMPORTER'S CUSTOMS AGENT CONFIRMS WITH THE SHIPPING COMPANY (OR
EXPORT CUSTOMS AGENT OR WITH THE EXPORTER DIRECTLY) THE SHIPPING
VESSEL'S ESTIMATED ARRIVAL TIME AND NOTIFIES FOR SCHEDULING PURPOSES
ALL INSPECTION AGENCIES AS REQUIRED FOR IMPORT CLEARANCE [MPORT
CUSTOMS AGENT MAY NEED A PRODUCT SAMPLE OF THE GOODS AND COPIES
OF ALL THE DOCUMENTS

THE SHIPMENT ARRIVES AND THE IMPORTER'S CUSTOMS AGENT OVERSEES
CUSTOMS CLEARANCE FOR IMPORT THE AGENT NOTIFIES THE IMPORTER TO
ARRANGE FOR OVERLAND TRANSPORT OF THE GOODS TO THE IMPORTER OR TO
THEIR FINAL DESTINATION

THE SHIPMENT IS TRANSFERRED TO THE IMPORTER (OR IMPORTER'S RECEIVING
AGENT) WHO THORQUGHLY EXAMINES THE GOODS AND THE DOCUMENTS FOR
COMPLIANCE WITH SFPECIFICATIONS

. IF THE GOODS COMPLY FULLY WITH THE ORDER SPECIFICATIONS AND
THE DOCUMENTATION IS IN ORDER THE SHIPMENT IS RECEIVED
WITHOUT EXCEFTION THAT IS ON AN UNQUALIFIED BASIS

. IF THE GOODS OR THE DOCUMENTATION ARE NOT IN FULL
COMPLIANCE THE SHIPMENT MAY BE RECEIVED ON A CONDITIONAL
BASIS AND THE IMPORTER BEGINS TO REMEDY OR RESOLVE THE BASIS
FOR NONCOMPLIANCE
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. IF THE GOODS OR THE DOCUMENTATION ARE NOT IN FULL
COMPLIANCE AND THE CONDITION CANNOT BE REMEDIED THE
IMPORTER MAY SORT OR SEGREGATE THE GOODS UNFIT FOR SALE OR
THE IMPORTER RECEIVES THE GOODS SUBJECT TO SALE OR OTHER
DISPOSITION OUTSIDE THE STANDARD OR AGREED UPON CONDITIONS OF
SALE IN WORST CASE IMPORTER REJECTS GOODS WHICH MAY BE
SUBJECT TO RETURN TO COUNTRY OF ORIGIN ON ACCOUNT OF
EXPORTER

13 THE IMPORTER ARRANGES FOR OVERLAND FREIGHT BY A TRUCKING COMPANY
WHICH RECEIVES TRANSPORTS AND DELIVERS THE GOODS TO THE BUYER OR
DISTRIBUTOR FOR FINAL USE OR RESALE

| 4 THE IMPORTER SENDS OR ARRANGES FOR RELEASE OF FINAL PAYMENT AND
FINAL ACCOUNTING TO EXPORTER

There are additional requirements and limitations to which imports may be subjected
based on the type of product These are summarized below

- Food products A report 1s needed from the Ministry of Health to certify
that the product 1s suitable for human consumption

u Sheep A report 1s required from the Mimistry of Health, and a permit from
the Mimstry of Agriculture

] Electromic tools They must meet standard specifications and measures
approved by the PNA's Ministry of Trade and Industry

= Car parts A permit 1s required from the Mimstry of Transportation

L] Petroleum Products A permt 1s required from the Palestimian Gas and
Petrol Organization

L Vegetable Oil  Tankers from Jordan must be emptied at the Damieh Bridge
and return empty

" Cigarettes Each pack must carry a warning that the Mimistry of Health has
determined that cigarettes are harmful to health
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H ~  DUTY, TAXES, TARIFFS AND FEES- _ | - = =7 =%
The Palestiman-Israeli trade agreements "harmomzed" their tax systems This
means there are no fiscal borders between Israel and the Palestiman Terrttories

Also known as a "uniform" or "unified" tax system, there 1s only one exception the
authorization for the Palestiman Value-Added Tax (VAT) to vary up to 2% from the
VAT rate imposed by the Israchs (currently, 17 percent) Exports and imports are
subject to a substantial tax hability in addition to the commercial freight charges,
handling, loading, storage and Israel international port fees

An export or import shipment 1s potentially subject to four important taxes which
have a determiative impact on the competitive pricing of goods These taxes are as
follows

u Customs Duty Charging duty on imports 1s normally governed by trade
agreements between and among nations Palestiman-Israeli trade 1s not
subject to duty U S -Israeli trade 1s likewise duty free Palestimian trade
with EFTA and European Common market countries 1s also exempt, and the
extension of duty-free status for U S -Palestiman trade has been proposed by
the Clinton Administration and is expected to be approved by Congress
Duty 1s assessed on trade with all other countries

The rate of duty varies according to the kind of goods Itrangesuptoa
maximum of 60 percent of the CIF value for all subject items except
textiles and wood, for which the maximum rates are 82 percent and 75
percent, respectively The only goods exempt from duty m their totality are
diamonds, shups and aircraft There 1s conditional exemption on products
designed for the following sectors health, education, imdustry and
agriculture

- Import Rate Uplift  Thus 1s unofficially known as the "umport tax", and 1s
described by trade officials as a trade tax It 1s imposed on imports
essentially to maintain price stability in the local market and 1s structured
generally to protect local industry

Commonly the Import Rate Uplift 1s regarded as a component of the
Purchase Tax (see below) applied to imports It 1s important to differentiate,
however, as the Import Rate Uplift 1s applied prior to the calculation of the
Purchase Tax In other words, for purposes of valuation, the Import Rate
Uplift 1s added to the CIF price

" Purchase Tax This 1s levied on goods and services produced locally and
mported Notable 1tems subject to the purchase tax are durable consumer
goods, hight fixtures and cigarettes In 1993 the Purchase Tax was abolished
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on shoes and clothing Items exempted are the same as for Customs Duty,
namely diamonds ships and aircraft, as well as products designed for the
sectors of health, education, industry and agriculture

The tax 1s applied to all subject goods whether they are of local origin or
imported The rate varies greatly by type of goods, ranging from 5-95
percent (except for cigarettes which are taxed up to 240 percent) Over half
the Israeli Purchase Tax revenues are raised on automobiles, for which the
rate 1s 95 percent The rate was reduced 1n 1993 on goods which are difficult
to control, such as watches, jewelry and cosmetics The value on which the
Purchase Tax 1s assessed 1s the CIF price tnciuding Customs Duty and the
Import Rate Uplift

VAT All domestically produced exchanges of goods and services are
subject to VAT which 1s currently 17 percent of sales price For valuation
purposes, the VAT 1s calculated last In the case of imports, VAT 1s levied
on the CIF value wcluding Customs Duty, Import Rate Uphft and Purchase
Tax It 1s charged to the consumer and controlled by the "uniform invoice
system " The rate 1s zero for export sales, fruits and vegetables, and tourism
services Exempt status 1s provided for non-governmental organizations and
for organizations chartered to operate on a nonprofit basis

Regarding imports, the VAT 15 charged on all import purchases The VAT a
business pays on the portion of 1ts import purchases which are used 1n the
production of exported goods 1s refundable to the exporter Palestiman tax
uthorities acknowledge that, prior to paying refunds to export
manufacturers, they are analyzing exporters' records and administering their

claims carefully to assure that reports of export production and sales are not
inflated

PORTS OF ENTRY-EXIT

The ports of entry-exit available to Palestimian trade at this time are listed 1n the
following table entitled "International Ports of Entry-Exit" Port fees are included 1n
the table
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INTERNATIONAL PORTS“OF ENTRYZEXIT -
- z ” : .y o o T e
BORDER Name oF PORT OR -| CONVEYANCE".| * PORT FEE
COUNTRY BoRrRDER CROSSING . " - e BT e
P Pl oot e k|
ISRAEL BEN GURION AIR 2 5% oF CIF
VALUE
AsSHDOD SEA 2 5 % ofF CIF
VALUE
HAIFA SEA 2 5% ofF CIF
VALUE
JORDAN ALLENBY BRIDGE LAND NONE
DAMIEH BRIDGE (CALLED | LAND NoNE
IN ISRAEL. ADAM BRIDGE)
EcYpPT RAFAH CROSSING LAND NONE

To aid exporters 1n accurately pricing goods for a given market, and to aid importers
1 breaking down and analyzing price quotations, a sample Pricing Worksheet 15 1n
Appendix E  Customs agents are the most reliable source of up-to-date quotations
on clearance procedures, as well as mspection, handhing, loading, and storage

charges or fees
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CHAMBERS OF COMMERCE AND’
OTHER BUSINESS ORGANIZATIONS

BETHLEHEM CHAMBER OF COMMERCE AND [NDUSTRY
CHAIRMAN ELIAS FREIS

MANAGER ABDUL MAJID ALKAM

TeL 02/742-742

FAX O2/741-327

P O Box 59

EUROPEAN - PALESTINIAN CHAMBER OF COMMERCE
MANAGER HANNA SINIORA

TEL 894883/ 273293

FAx 8904975

GAzA OFFICE

TeEL O7 863219

FEDERATION OF PALESTINIAN CHAMBERS OF COMMERCE, lNDUg“ERY AND
AGRICULTURE
AsSST SECRETARY ALl MUHANNA
TeEL 02/280-727
Fax 02/280 644
POBox ISI51
JERUSALEM
e e e g i NS ST T S R WOy o TP T S e Sy gty g
FOOD PROCESSORS ASSOCIATION :
CONTACT |IBRAHIM ABU LIHYYA
CHAMBERS OF COMMERCE BUILDING
RAMALLAH
TEL 02/995-5333

GROUP OF INDUSTRIALISTS - BETHLEHEM
CONTACT SAID ABU GHOSH

P O Box 946

TELEFAX O2/744 490

HEBRON CHAMBER OF COMMERCE " '
CHAIRMAN JIBRIL NATSHEH

MANAGER MAHER HAIMUNI

TeEL 02/992-8218 OR 02/992-749 1
FAX 02/992-7490

P OBox 272
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JENIN CHAMBER OF COMMERCE, INDUSTRY & AGRICULTURE
MANAGER TALAL JARAR

Ter 06/503 388

FAX 0O6/501 107

JERICHO CHAMBER OF COMMERCE, INDUSTRY AND AGRICULTURE
CHAIRMAN MANSOUR SALAYMEH

TeL 02/992 3394

Fax ©2/992 3313

JERUSALEM CHAMBER OF COMMERCE
CHAIRMAN FAYEK BARAKAT

TelL. 0O2/282 351

POBox 19151

NapLUs CHAMBER OF COMMERCE
CHAIRMAN MuA TH NABULSI

MANAGER TAJJEDDIN BITTAR

TeEL 09/379615 or 09/370335
Fax 09/377 605

P O Box 35

- .. - prmp— P —

PALESTINIAN CHAMBER OF COMMERCE ~ GAZA
CHAIRMAN MOHAMMED QUDWA
MANAGER HKHALED KHATIB

TeL O7/866 919 or 07821529
Fax O7/821 |72 or O7/869 670
QALQILYA CHAMBER OF COMMERCE i -
CHAIRMAN WALID SABEH

MANAGER MOMAMMED ABDUL RAHMAN

TEL 0O9/904 473

Fax 09/940 164

RaMALLAH CHAMBER OF COMMERCE
CHAIRMAN ASA D HASSUNEH

MANAGER SALAH AL ODEH

TeL O2/995 6043

Fax O2/995 5052

P O Box 256

EE— oy
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STONE CUTTERS' ASSOCIATION
CONTACT MR HALAYKAH
P O Box 831

TEL Q2/745-756 745 758 or 74| 795

FAX 02/745 759

TuLKAREM CHAMBER OF COMMERCE

CHAIRMAN [SS5AM MUHSEN

MANAGER NAI M KARM!

TeEL O9/67 1 O1I O OR O9/67 1570

Fax 09/675 623

PO Box 51

|Vl
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. CFY - ADDRESS TEL FAX
NaBLUS BRANCH SHWEITRAH STREET | OS 384 555/60 09 384 563
POBox |
NABLUS
REGIONAL TANNOUS 0290954816 029954815
HEADQUARTERS BuioinG
RAMALLAH PO Box 1476
RAMALLAH MANARA SQUARE 02 995 4822/4 02 995 4824
BRANCH P O Box 1487
NABLUS BRANCH AS SA'A SQUARE 09 382 350 09 382351
P O Box 38
Gaza CiTY OMAR MUKHTAR 07 866 288 O7 820-704
BRANCH STREET 07 820 705
PO Box 9l
GAzA RIMAL 07 824 729
BRANCH
JERICHO BRANCH | CoPTic CHURCH o2 982 1310/7 02992 1318/9
BUILDING
P O Box 152
BETHLEHEM BETHLEHEM oz 647-0080 02 647-0088
BRANCH P O Box 537
NABLUS BRANCH OMAR MUKHTAR 09 383561 09 383 650
STREET
GAZA BRANCH PORT SalD STREET | O7 822-046 07 821-099
O7 822 104
BETHLEHEM MANGER SQUARE Q2740 861/4 oz 740-860
BRANCH
RAMALLAH BAHHOUR 02 995 8686 o2 995 8686
BRANCH BUILDING
P O Box | 829
RAMALLAH
“&.&E gﬁ NABLUS BRANCH ToUKAN BUILDING 09 381 120 09 381 126
%f GAzA BRANCH OMAR MUKHTAR Q7 824 281 07 824 341
"“ﬁ;’g'@ STREET 07824 491
&
ﬂ"’%““'g‘” FAlas %77 Hesron BrRaNCH | CARMEL STReeT 02 992 4351 02 992 4350
.l “’mx%‘g e
Foee &mﬁiﬁk 1
£ ;E“ 3 JENIN BRANGCH KING FEISAL 06 505 403 06-505 402
¥
gﬂ% *’i&f‘,ﬁa STREET




BANK OF Gaza OMAR MUKHTAR 07 823 272/3 07 885 867
PALESTINE MAIN BRANCH STREET 07 820 159
POBox IS
GAZA
GazA Rimac Q7 865 787/8 07861 755
JaBaLIA Q7 856 180 07 856 180
KHAN YOUNIS Q7 852931 07 852 932
RAFAH 07 838-070 07 838071
DEIR AL BALAH 07 832-032/3 Q7 832-031
JERICHO Oz 992 1083 02992 1085
CAIRO AMMAN | NaBLUS 09 381 301/2
BANK HEAD OFFICE
NaBLUS BRANCH DuwwaR AL OS 381 204/5
HUSSEIN

NaBLUS BRANCH

FEISAL STREET

06 383 250/5

RAMALLAH AHLIAH COLLEGE 02-998 5792/3

BRANCH STREET

RAMALLAH JERUSALEM 02 998 8006 02 995 1423
BRANCH STREET

HEBRON BRANCH

AL SHALLALAH
STREET

02 982 9803/4

HEBRON BRANCH

WaD! AL TUFFAH
STREET

02 992 5356/7

JENIN BRANCH

KING TALAL STREET

08 501 170

TULKAREM CHAMBER OF 09 672 770
BRANCH COMMERCE

BuiLoiNG
BETHLEHEM MANGER SQUARE Q2 744971
BRANCH

QALQILIA BRANCH

ABDEL RAHIM
SABE STREET

09941 | 15/68

JERICHO BRANCH

MaIN SQUARE

02 992 3628

GAaza BRANCH

RimaL

o7 821-088

Gaza BRANCH

OMAR MUKHTAR
STREET

07 824 950/1

RAFAH BRANCH 07 836 250
DEIR AL BALAH MAIN STREET 07831 220
BRrRANCH
COMMERCIAL RAMALLAH P O Box 029954141 02 995 3888
BANK OF HesD OFFICE anD | 1 799 02995 4145
BRANCH RAMALLAH
PALESTINE




| NaBLUS BRANCH

As Sa'A SQUARE

09 382 191

09 381 953

NABLUS BrANCH

COMMERCIAL
CENTER
P O Box 40
NaslLus

09 382 280/2

09 382 283

GAzA HEAD
QFFICE

OMAR MUKHTAR
STREET

PO Box 4045
Gaza

07 822 105/6

o7 822 107

JERICHO

HisHAM PALACE
STREET

02 992 3623
Oz 992 3602

(1
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CONTACT LIST FOR
ALTERNATIVE SOURCES OF FINANCE

NAME CITY ADDRESS TEL FAX
AMERICAN JERUSALEM OFFICE | ORIENT HOUSE 02 277076 02 894 351
ABu QBEIDA

NEAR T- CONTAGT JARRAH STREET
REFUGEE THomas NEu PO Box 19982
ASBACIATION DIRECTOR JERUSALEM
(ANERA) 7
o
. Gaza OFFICE AL RiMAL 07 820 329 07 820-328
ARAR ‘ JERUSALEM OFFICE | SAINT GEORGE'S o2 277-965 0z 285 768
STREET o2 285 7686
DEVELOPMENT: | o \cr P O Box 20905
AND CREDIT TAWFIQ HABASH JERUSALEM
COMPANY DIRECTOR
(ADCCO ) ~
GAZA OFFICE ABU GHALION
BuiLbING
ARAB JERUSALEM OFFICE | BeiT Hanina 02-895-0450 o2 985-0450
! ROSARY SISTERS
TECHN'CM" CONVENT STREET
DEVELOPMENT PO Box 25176
CORPORATION JERUSALEM
(ATDCO)
NaBLus OFFICE ADEL KALBOUNI 08 387 701 09 387 701
BuiLDING
Gaza OFFICE GAaza AL AZHAR O7 860 580
¢ STREET
Beir AL~-MAL. RAMALLAH P O Box 863 050 274 342 02 998 5047
CONTACT RAMALLAH
ALFA NI DR HisHAM JABER
BriTisH JERUSALEM BrRimsH CONSULATE | O2 828 281 02 828 482
CONTACT JERUSALEM
PALESTNMN ALISTAIR TOTTY
PARTNERSHIP
SCHEME
CARE JERUSALEM OFFICE | P O Box 54258 o2 287 287 02 287 288

CONTACT
RAED MALKI

JERUSALEM

|2°



WASHINGTON D C
20527

GAzA OFFICE 07 820-329 o778zl 157
CONTACT
Youser ABu EL
GIDIAN
JERUSALEM OFFICE | BEIT HANINA 02 857-066/7 02 833878
SHARIFF BUILDING
POBox 51651
JERUSALEM
Gaza OFFICE 07861 363 O7 861363
NaBLUS OFFICE SHOKU HAMAW! 09 382 964 09 382 964
BuILDING
HeEBroN OFFICE AL MEDINA 050-32 7965
MUNNAWARA STREET
JERUSALEM EUROPEAN oz281 617 o2 281 620
CONTACT COMMISSION
BETTINA 31 NaBLUS Roap
MusCHEDIT JERUSALEM
PO Box 22207
MT ©F OLIVES
LUXEMBOURG 100 BLvp K (499) 4379 (499) 437 704
ADENAUER
I 2950
LUXEMBOURG
WASHINGTON D C 202 565 3933 202 565 3931
CONTACT
ANNMARIE EMMET
JERUSALEM COMMERCIAL o2 828 707 02 816-266
CONTACT SERVICES SECTION
GILLES DELLA FRENCH
GUARDIA OR CONSULTANT
VERONIQUE JERUSALEM
PEAUCELLE
BETHLEHEM 050 372 688
CONTACT o2/743 274
MR AHMAD
ABDEEN
KHAN YOUNIS 07865713
CONTACT
FARIO HAMDAN
JERICHO 02992 2722
CONTACT
Issam ADIB
] WASHINGTON D C I 10O NEw YORK 202 336 8799 202 408 5155
AVENUE N W
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PLANNING OFFICE
CoNTACT

ALEX POLLACK OR
NASER JABIR

NABLUS PO Box 318 0D 383 354 06 384 355
NaBLUS QB 384 480
Gaza P O Box 4049 07824815 Q7 824-845
GazZA 07 B24 825
Q7 824835
JERUSALEM P O Box 54730 02 656 3401/4 | 02-656-3405
JERUSALEM
JERUSALEM OFFICE | SHUKKO HamMawi Oz 833683 02835771
BuiLoing
P O Box 20243
JERUSALEM
GAzZa OFFICE o7/es1 171 O7/681-018
CONTACT
PATRICK CONNORS
NaBLUS QFFICE 09 383 764/5 0P 383-8683
CONTACT
MOHAMMED KHALID
JERUSALEM SHEIKH JARRAH 02 890-442
DEVELOPMENT AND POBox 19149
PLANNING OFFICE JERUSALEM
Gaza 07 822 880 o7 821 785
DEVELOPMENT AND O7 822 740

TEL Aviv

7 | HAYARKON

035255414

03 525 5549

CONTACT STREET
SALAH ABDUL TEL Aviv 83642
SHAFI
TeL Aviv US FOREIGN 03510721 1 035107215
CONTACT COMMERCIAL
BaARRY FRIEDMAN SERVICES
I BEN YEHUDA
MiGpaL OR BLDG
TEL Aviv 83801
JERUSALEM US CONSULATE Q2 253 288 o2 258 270
1 8 AGRON STREET
CONTACT JERUSALEM
CAROL ABINGTON 94190
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BETHLEHEM NAJI KHALIL 02/647-0224 02/647-0223 | MANGER ST
Mousa OPPOSITE
EDUCATION
DEPARTMENT
JENIN MaHMouD ODEH | O6 436-045 06/346-044 ABU BAKER
ST
HEBRON KHALIL AL-TAWIL | O2/992 4964/5 02/992 4963 | BIR AL
MAHUAR
MosqQuE ST
OPPOSITE
TRAFFIC
DEPT
TULKAREM SHAFIQ ABU 09-676-655 09-8676 653 HosPiTaL ST
ZAHRA HANNOUN
BLbs
JERICHO AHMAD AL- 02/992 1263 02/992 3650 | Gov'r
HiLou COMPLEX
QALQILIA MaHMOUD 09/994-2440/ | 09-942-442 NasLUS Roap
HeMoOUDAH Hamiba BLDG
RAMALLAH MoOHAMMAD 0O2/998 5882 MINISTRY OF
Hoso FINANCE
AL MEIDAN
BLbc
NABLUS ZUHAIR DWEIKAT | 09/383-933/5 09 383 933 IRAQ AL-TAYH
ST
GAZA MoHAMMAD Issa | O7/821 422 07 820-209 AL RIMAL
BAKER ABU 07-829-243 OMar AL-
ZoRr MUKHTAR ST
OPPOSITE
LEGISLATIVE
COUNCIL
MINISTRY OF Sami Nuoum 02/992 3633 02992 3635 | Gov'r
FINANCE/JERICHO 02/992 3635 CoMPLEX
MINISTRY OF E1D AL SHARIF 07/829 245 07 822 853 ABU KHADRA
FINANCE/GAZA BAYAN AU 07/963 994 07 820-696 | CENTER
SHA'BAN OPFOSITE AL-
SARAYA




INCOME TAX OFFICES

LOCATION MANAGER | TELEPHONE FAX ADDRESS
RAMALLAH TALEB AL JALAD | 02/998 588 | 02/998 5880 MINISTRY OF
FINANCE/AL
MEIDAN BuILDING
NABLUS GHASSAN 09 383 931 09 383 930 IRAQ AL TAYEH
QA DAN STREET
JENIN BiLaL ABU 06 436-050 06 336-048 ABu BAKER
BAKER STREET
TULKAREM MUHANNA 09 6766510 09 676 653 HosPiTaL ST
SINAN HANNOUN
ButLbiNG
QALQILIA JIHAD ZIMARI 09 842 444 0o 942 443 NaBLUS RoaD
NEAR THE CiviL
ADMINISTRATION
HaMipa BuilLoing
2ND FLOOR
JERICHO SAaMI NUoOUM 02 992 36850 o2 992 3560 GOVERNMENT
DEPARTMENT 5
COMPLEX
HEBROMN HAMZEH 02/992 4961 02/992 4962 BIR AL MaHJAR
ZALOUM Mosque ST
OPPOSITE THE
TRAFFIC
DEPARTMENT
BETHLEHEM JamaL Awwap | 02/847-0221 02/647-0220 HEBRON ROAD

BEHIND THE
CiviL
ADMINISTRATION

}M
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THERE ARE MANY AGENTS WHO PROVIDE A FULL RANGE OF SERVICES FOR IMPORTING
AND EXPORTING THESE AGENTS WILL CLEAR GOODS THROUGH CUSTOMS AS WELL AS
SHIFP THEM ON TO THE FINAL DESTINATION [T IS IMPORTANT TO DEVELOP A GOOD
WORKING RELATIONSHIP WITH AN AGENT BE SURE TO CHECK SEVERAL COMPANIES
TO GET THE BEST PRICES ALL OF THE COMPANIES LISTED BELOW ARE MEMBERS OF
THE ISRAELI FEDERATION OF FORWARDERS AND CUSTOMS CLEARING AGENTS

ABIR INTERNATIONAL FORWARDING LTD .
42 HAMASGER STREET

TEL Aviv 67214

TeEL O3 561-5306 Fax 02-561 2703

AsHDOD 08-534 1|36

HAIFA O4-677579 Fax 04-644068

BEN GURION AIRPORT 03 Q7 1-2187 Fax O3 973 1206

[FSOUUNNTI UN U S SR ——— T T

Apiv LTD e
40 LILIENBLUM STREET

TEL Aviv 61027

TeL O3-517-62646 Fax 03566173

AsSHDOD 08-566173 Fax 08 566173

BEN GURION AIRPORT 0O3-971-2795 Fax 03-971-1170

AGISH INTERNATIONAL FORWARDING LTO = 77
| 3 NoAH MozES STREET

TEL Aviv 67442

TEL O3-693-8888 Fax 03-6969414

AsHpoD 08-653247 Fax 08-563987

HalFA ©O4 67769 1-3 Fax 04-643072

BEN GURION AIRPORT O3 972-1244 Fax 03 971-2321

AIr CONSOLIDATORS LTD ) )

POB 615 MAMAN BUILDING

BEN GURION AIRFPORT 70151

TeLr O3 971-2667

RAMAT GAN O3-575-2601 Fax 03-575-2603



ALBANY AGENTS ANE FoRwaRDERS T T T T
| © HATZFIRA STREET

TeL Aviv 67779

TeL 03-537-6444 Fax 03-378876

AsHpoD O8 565303 Fax 08-31915
BEN GURION AIRPORT Q3972 2162 Fax 03-972 1001

AMIT LTD CUSTOMS CLEARERS & TRANSPORTERS T
| 2 YAD HARUTZIM STREET

TEL Aviv 67778

TeL O3 638 5555 Fax 03 638 5500

ASHDOD 08-653165 Fax 08-563 166

HAIFA 04 67 1-589 Fax 04672087

BEN GURION AIRFORT O3 O7 | 2680 Fax 03-971 2192

ARIEH CUSTOMS BROKERS LTD
42 HAHASHMONAIM STREET

TeL AVl 6425 |

TeEL O3 528-7241 Fax O3 528 9293

ATID CLEARING, ﬁORWARDING ANB INVESTMENT
20 ROTHSCHILD BLVD

TeEL Aviv 6688 |

TEL O3 519-7878 Fax 03 516-4742

AsSHPOD O8 S35910 Fax 08-564697

HalFA O4 633570 Fax 04 640776

BEN GURION AIRPORT Q3972 1 126 Fax 03 971-2329
Eiwar O7-373503 Fax O7-373108

AVl AD LTD CUSTOMS SERVICES AND INTERNATIONAL FORWARDING
3 HASHLOSHA STREET

TEL Aviv

TEL O3 8888710 Fax 036888721

AsHDoOD 08 565697 Fax 08 560835

BEN GURION AIRPORT 0O3-972 1225 Fax 03972 1672

BIvAS BROS LTD

68 NACHALAT BENYAMIN STREET
TEL Aviv 66102

TeL O3 5170845 Fax 03516 4801

AsHDoD 08 552254 Fax 08 5523872

BeEN GURION AIRPORT 0O3-972-1061 Fax 03972 1061



ARGO™ A ORD"
| 3 YAD HARUTZIM STREET
TeEL Aviv 6] 1 40
TEL O03-638-5454 Fax 03-688-8461
AsHDOD 08 561281 Fax 03 560021
HAIFA O4- 67753 Fax 04 644068

BEN GURION AIRPORT Q3 971 1548 Fax 03-971-1653

k3 &

DAPANA WEISSMAN & LAVY LTD

| 8 HAMASGER STREET

TeEL Aviy 67776

TeEL O3-538-0111 Fax 03-379125
AsHDOD 08-536136 Fax 08 581052
BEN GURION AIRPORT QO3-97 1-2722-3 Fax 03-971-1718
Enar 07-372785 Fax 07-372012

o e v o g

EILAT ETGAR LTD -

I 5 YAD HARUTZIM STREET

TeEL Aviv 67779

TeL O3-638-5111 Fax 03 537 1005

AsHDOD 08-525324 Fax 08-525630

HAIFA 0O4-698495 Fax 04 643744

BEN GURION AIRPORT 0O3-97 1-1495 Fax 03 971-2577

- o -~ o - -

EILAT OVERSEAS
22 TovaL STREET
RAMAT GAN 52522
TEL O3-751 6081 Fax 752-0968

BEN GURION AIRPORT O3 ©72-1740 Fax O3 972 1678

B ———

[URE - —— [ — - g B

EL-AL ISRAEL AIRLINES LTD -
CARGO MARKETING DEPT

ARLOZOROV STREET POB 18215

TEL Aviv

TEL O3 691-7211 Fax 03-6906-5492

BEN GURION AIRPORT 0O3-97 1 6755 Fax 03-@7|-1462

FLYING CARGO LTD T -
I | HACHILAZON STREET

RAMAT GAN 52522

TEL O3-576 3939 Fax 03-575-9126

BEN GURION AIRPORT O3 ©72-2233 Fax 03-972-1 148
AsHpop 08-567594-5 Fax 08-567596

HAIFA 04-677 133 Fax 04-675631

JERUSALEM 02 512693 Fax 02-524725



GLOBESFEED LTD

| O RIVAL. STREET

TEL AViVET7778

TeEL O3-374133 Fax 03 378712

BeEN GURION AIRPORT O3 972 2801 Fax 03 972803
HAIFA MARINE LTD ) ”
43 HAATZMAUT STREET

HatFa 3 1 000

TeL 04670991 Fax 04661261

AsHDOD 08 522221 Fax 08 535536

BEN GURION AIRFORT QO3-97 | 2293 rFax 03972 1885
Eiar O7-3768150 Fax 07 376159

INTERNATIONAL FORWARDING GO OF ISRAEL, LTD - o
90 HASHMONAIM STREET

TEL Aviv 6801 |

TEL O3 563 0033 Fax 03 561 0740

AsHpop OB 08511777 Fax O8-532082

HAIFA O4 613444 Fax O4 644377

BEN GURION AIRPORT O3 972 2555 Fax O3 ©71-2032

EILAT O7-372345 Fax O7 37207

|s-LINE IMPORT EXPORT SERVICES LTD

65 SHENKIN STREET

TeEL Aviv 6 1025

TeEL O3 685 2546 Fax 03 685-2548

BEM GURION AIRPORT O3 972 1216 Fax O3 972 | 774
FRITZ COMPANIES ISRAEL T LTD
34 BelT HILLEL. STREET

TeL Aviv 67017

Tet. O3-565 5151 Fax O3 561 9493

HatFra 04 676776 Fax 04676768

BEN GURION AIRPORT O3 971 | 136 Fax 03-972-1183

G&B CARGO LD " R
| 8 BEIT HILLEL STREET

TEL Aviv 8701 7

TeL 03-561-7733 Fax 03 562 7250

AsHDOD 08-564103 Fax 08 522054

HaiFa Q4 640470

BEN GURION AIRPORT O3 @72 1842 Fax O3 972 1842

Enar Q7 375651

|29



GLOBAL INTERNATIONAL FREIGHT FORWARL
69-7 | YEDIDIA FRENKEL STREET
TEL Aviv 61370

TEL O03-638 5222 Fax ExXPORT 03-379846

IMPORT O3 3840654

AsSHDOD 0O8-565044 Fax 08 565043

HAIFA O04-660728 Fax 04 668929

BEN GURION AIRPORT O3-971-1211 Fax Q3 973-1278
EwaT O7 372343 FAx O7 372979

J SAssOweERr LTD =

37 HAATZMAUT STREET

HAIFA

TeL 0O4-672176 Fax 04-641778

AsHDOD 0O8-523339 FAaX 08-563176

BEN GURION AIRPORT QO3-971-1284 Fax 03 972 (228
Eiar O7-373136 Fax O7-373135

S v i
~ -

J C S JOINT CONSOLIDATION SERVICES _ -
| 8 HAMASGER STREET

TeL Aviv 67776

TEL O3 639-1103 Fax O3-639-1 104

AsHpDoD 08-521525 Fax 08-651824

HAIFA 04-678797 Fax 04-678193

— Lo g o)

JOINT TRANSPORT INTERNATIONAL SERVicg:s Lo ~© -
| 8 HAMASGER STREET

TEL Aviv 67776

AsHpob 08-521525 Fax 08-561824

HalFa 04-678797 Fax 04-678193

T e R Fe EFETITETR

KisLEv CUSTOMS SERVICES LTD PR -
8 BeEN AVIGDOR STREET

TeEL AvivEl218

TeEL 03-562-0770 Fax 03-562 0780

AsHpop 08 5687105 Fax 08-567105

HAalIFA O4-567 105 Fax 04 626231

BEN GURION AIRPORT O3 27| 1657 Fax 03-971-2147



M M TRASE B! MOUhMoDAL T kAN GRTATHIOR SERVIGES, GO iAo/
2 KAUFMAN STREET
TEL Aviv 68012
TEL O3-516 3130 Fax 035102179
AsHpoD 0O8-563376 Fax 08-563718
HAIFA 04 6233680 Fax 04 677675
BeN GURION AIRPORT 03 972-1664 Fax 03-972 1665
d TR T ITYT we v PYTOPT 3@tWr e amT mew— ey v ey o
MALILINE LD
| 8 HACHAROSHET STREET
TeEL Aviv 67778
TeEL O3-383355 Fax O3 381408
AsHDOD 0B-52)10096
HalFA 04 679705 Fax 04 679704
BEN GURION AIRPORT O3-972-1512 Fax 03972 1523

-
e combadile e st . " vy R

Mavan Lo CusToms BROKERS 5 INTERNATIONAL, FORWARDING
2 HABOMIM STREET

RAMAT GAN 52522

Ter O3-751 2288 Fax O3 751 33485

AsHDOD 0OB8-523643 Fax 08 560284

HalFA 04 634259 Fax 04 643259

BeEN GURION AIRPORT O3 971 2280 Fax 03-971-2984

Enar O7 373929

Ok CBMPRNT TaD B o
3HABANKIN STREET

HalIFa 31006

TEL O4 523227 Fax 04-512404

L wltlsnd

BEN GURION AIRPORT O3 871 | 259
TeEL Aviv 03-5168 2208 Fax 03516 4302

i sl ™ hi e

| 2 HABONIM STREET
RAMAT GAN 52462
TeL 0O3-575-8170 Fax O3 751 0638

HaiFa 04 04 625142 Fax 04 662-240

32 HAcaF GIMMEL STREET
GIvAaTAYIM 53532
TeEL O3-571 2583 Fax 035710217

AsHDOD 08-564-125 Fax 08-564-125
HaFA Q4-679 67| Fax 04-624 967

|0



ORIAN:CUSTOMS
[ 4 HANATZIV STREET

TeEL Aviv

TeEL O3-563-8666 Fax 03-561-8589

AsHDOD O8-566529 FAx 08-567380

HaiFA 04 6776768 FAX 04-677590

BEN GURION AIRPORT 03-972-2666 Fax 0397 1-2846
Enar O7-335444 Fax 07-336268

PELTRANSPORT LTD - & -t F o 5 goramgge s awsT™
| O9 ALLENBY STREET T

TeL Aviv 65137

TeL O3-560 8225 Fax 03-566-2866

AsHpoon ©O8-531093 Fax 08-56604])

HAIFA 04 674093 Fax OB 676567

BEN GURION AIRPORT O3-S71-1034 Fax 03-972-1 140

JERUSALEM O2 251610 Fax 02-234849

e o - o oy

RutH CARGO CoO - -
7 HAOMANIM STREET

TeEL Aviv 67897

TeEL 03-562 4666 Fax O3 562-4095

AsHpop 08-522096 Fax 08-522096

HAalFA Q4-864677 Fax 04-664677

BEN GURION AIRPORT 0O3-972-1 195 Fax 03 972-1 195

SHAKED CUSTOMS FORWARDING SERVICES LTD ¢ -
| 4 B RAUL WALLENBERG STREET

TEL Aviv 697 19

TeL O3 498280 Fax 03-648-1701

BEN GURION AIRPORT 03-97 | 2696 FaAx 03-972-1578

SHMERLING AGENCY LTD . T T
8 HANEGEV STREET

TEL Aviy 66 | 86

TeEL 0O3-638-4555 Fax 03 381915

AsSHDOD 0O8-531087 Fax 08-535840

HAIFA 04-623632 Fax 04-677975

BeEN GURION AIRPORT O3-971-2142

= v o % 5 - o Py i N e s Rl w
TDY INTERNATIONAL FREIGHT SERVIGES L1D . -~ .-~ - - *
TeL O3 558-2424 Fax 03-558-2225
HAIFA O4-621 137 Fax 04676334



TMS - TRADE & MARITIME SERVICES LTD

| 6 HA ARBA A STREET

TEL Aviv 64739

TEL O3 56838989 Fax 03562 7173

AsHooD 08 563160 Fax 08 522437

HalIFa Q4 04 677344 Fax 04 538593

BEN GURION AIRPORT O3 972 |380 Fax 039972 1455
EiLar O7 372977 Fax Q7 372552

NiITZANA O7 555876 07 555804

TRANSCLAL LTD

1 O YAD HARUTZIM STREET

TEL AviV 67778

TeL O3 638-2626 Fax 03 537 2757

AsHDOD O8 560695 Fax 08 524377

HalFa 04 625599 Fax 04 6842487

BEN GURION AIRPORT O3 S71 1595 Fax O3 971 1370

ZIOR LTD

SO BEZALEL STREET

RAMAT GAN 5252 |

TeL O3 751 5222 Fax O3 751 3595

BEN GURION AIRPORT O3 972 16767 Fax 03972 1679
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INFORMATION ON THE RULES REGARDING THE
NOTARY PuBLIC IN THE WEST BANK
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REGISTRATION FORM FOR AN
ORDINARY COMPANY IN THE WEST BANK
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REGISTRATION FORM FOR A
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POWER OF ATTORNEY FOR LAND TRANSACTIONS
IN THE WEST BANK
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NON-REVOCABLE POWER OF ATTORNEY
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STANDARD CONTRACT FOR THE
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STANDARD AGREEMENT FOR THE
SALE OF A BUILDING IN THE WEST BANK
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APPENDIX E

EXPORT - IMPORT PROCEDURES-

ABoUT DISTRIBUTOR AGREEMENTS

FACTORS TO CONSIDER WHEN CHOOSING A FOREIGN REPRESENTATIVE
DEALING WITH CUSTOMS BROKERS

INTERNATIONAL PAYMENT INSTRUMENTS COMPARISON CHART

PRICING SAMPLE AND WORKSHEETS

DOCUMENTS CHECKLIST
SHIPPERS EXPORT DECLARATION
EXPORT LICENSE APPLICATION
IMPORT LICENSE APPLICATION
MARKING CHECKLIST
APPLICATION FOR IMPORTING GOODS BASED ON THE LICENSE
CERTIFICATE OF ORIGIN

PRO FORMA INVOICE
COMMERCIAL. INVOICE

PACKING LiIST

BILL OF LADING

INSPECTION CERTIFICATE
MOVEMENT CERTIFICATE
DELIVERY REGISTRATION

LETTER OF CREDIT




About Distributor Agreements

A manufacturer or importer/exporter will seldom agree to meet all of a
distributor's conditions Most terms are negotiable, and a firm than 1s not
internationally known might have to grant more demands than others in a
more favorable position The following five tips might help to avoid risk In
doing business with distributors

1

Put the agency agreement in writing The rights and obligations
resulting from a written agreement require no extraneous proof and are
all that 1s necessary to record or prove the terms of a contract in most
countries

Set forth the benefit to both parties in the agreement Well-
balanced agreements should not place an excess of profitless burden
on one of the parties Performance of the agreement might be

impossible to enforce against a party who has no apparent benefit from
it

Give clear defimittion and meaning to all contract terms Many
Enghsh terms that are spelled similarly in a foreign language have
entirely different meanings

Expressly state the nghts and oblhigations of the parties The
agency contract should contain a description of the rights and duties of
each party, the nature and duration of the relationship, and the reasons
for which the agreement might be terminated

Specify a junsdictional clause If local laws will allow, specify in the
contract the jurisdiction to handle any legal disputes that might arise
Where possible use arbitration Basic arbitration rules and principles
are generally the same anywhere You can obtain model arbitration
clauses from the American Arbitration Association 140 West 51st
Street New York NY 10020 or the International Chamber of
Commerce, 1212 Avenue of the Americas New York NY 10036

14



Factors to Consider When Choosing a Foreign Representative or Distributor

The following checkhst should be tailored by each company to its own needs Key factors vary significantly with the

products and countries involved

Size of sales force
» How many held sales personnel does the representative or distributor have?
»  What are its short and long range expansion plans if any?

*  Would it need to expand to accommodate your account properiy? if so would it be willing to do so?

Sales record
Has 1ts sales growth been consistent? If not why not? Try to determine sales volume for the past five years
What 15 115 sales volume per outside salesperson?

What are uts sales objectives for next year? How were they determined?

Terntonal analysis
What territory does it now cover?
Is 1t consistent with the coverage you desire? If not 1s it able and willing to expand?
Does it have any branch offices in the terntory to be covered?
If so are they located where your sales prospects are greatest?
Does 1t have any plans to open additional offices?

Product mix
How many product lines does 1t represent?
Are these product lines compatible with yours?
Would there be any conflict of interest?
+  Does it represent any other U S firms? If so which ones?

If necessary would it he willing to alter its present product mix to accommodate yours?

What would be the minimum sales volume needed to justify its handling your hines? Do its sales projections
reflect this minimum figure? From what you know of the territory and the prospective representative or distributar

15 its projection realistic?

Facihties and equipment
Does 1t have adequate warehouse facilites?
*  What 1s 11s method of stock contral?
Daoes it use computers? Are they compatible with yours?

What communications facithties does it have {fax modem telex etc)?

If your product requires servicing 15 it equipped and qualifted to do so? If not 15 1t willing to acquire the needed

equipment and arrange for necessary traiming? To what extent will you have to share the traming cost?

If necessary and customary 1s it willing to inventory repair parts and replacement items?



(contmued)

Marketing pohicies
¢ How s its sales staff compensated?
*  Does it have special incentive or motivation programs?
¢ Does it use praduct managers to coordinate sales efforts for specific product lines?
¢ How does it monitor sales performance?
*  How does it train its sales staff?
*  Would it share expenses for sales personnel to attend factory sponsored seminars?

Customer profile
*  What kinds of customers is tt currently contaeting?
s Are s interests compatible with your product hine?
*  Who are its key accounts?
*  What percentage of its total gross recetpts do these key accounts represent?

Prmcipals represented
*  How many principals 15 it currently representing?
¢ Would you be its primary supplier?

* [f not what percentage of its total business would you represent? How does this percentage compare with other

supphers?
Promational thrust
*  Can it help you compile market research information to be used in making forecasts?

*  What media does it use if any to promote sales?

*  How much of its budget 1s allocated to advertising? How s 1t distnbuted among various principals?
¢ Wil you be expected to contribute funds for promotional purposes? How will the amount be determined?

» If it uses direct mail how many prospects are on its marling hist?

»  What type of brochure does 1t use to describe its company and the products that it represents?

* If necessary can it translate your advertising copy?



Dealing with Customs Brokers

Selecting and Working with a
Customs Broker

Customs brokers 1re hrensed by the US Department of

Treasury to conduct business with US Customs on behalf

of individual and corporate tmporlers Far a fee the cus-

toms broker will expedite Customs eatnes AfthouphU'S

Customs brokers will normally be retained by the U S 1m

porter you as the exporter may be asked to work with the

cllent s broker or may wish to consult a broker concerning

some nspect of the rules for importhing your products

Note Don 1 expect a Customs broker to handle every

thing without input from the principals The most effec-

tive comblinatlon is that of an informed trader warking in

harmony with a knowledgeable and campetent Customs

broker

1 Tind a customs broker who hs a large enough busi
rress to adequately handle the types of services you re-
quare EF the business 15 a small opertion importing
non regulated ilems with no cargo forwarding a
small outfit will probably be just fine [f the business
is a Jarger scale importer with offices in a number of
locations making mny frequent entries and/or tm
porting heavily regulated products a larger more cs-
tiblished fiem with multiple offices may be indicited

2 What s the reputation of the brokerage? How many
years has it been in business? Don t be afrud to ask
for references Actually follow up on them

3 low many licensed brokers on are sta6f7 In multi-of
{ice customs brokerags flrms Cusloms only requires
one licensed broker pex district Therefore 1t is possi
ble to have a local office that works off the license of
someone far away [or example the licensed broker
far the district of Dollas may work oul of the Dallas
office but be the centro) lcensee for offices in north
ern Texas and areas of Oklahoma and Kansas

4 What is the tinancial stability of the brokerage? Cus-
toms regulations state that "The Labllity for duties
both regular and additional attachlng on Imporia
Hon constitutes a persanl debt due from the lmport
ertothe US and Payment to a broker covering
duties does not relieve the importer of lbility if the
duties are not paid by the broker
Ask for a financin] statement financial references
and/or their bank and bank officer s name Follow
up with your rescarch untll you fuel comfortable 1n
your choice of broker

5 Does the broker have the technical expertise nd
knowledge of your specific product(s)? Does the bro-
ker specinlize in your product(s)? This bicomes mon
of an issue with hiphly pulated items such 6 tex
tles and other quota products

6 Do you get dony, well with the broker? Do you fect
that you have good enough communication with the
broker that you can work together as  partners?

7 What nre the fees for handling your types of Customs
entries? Be sure to ask up front how much it will cost
10 handle your business Note that charges can add

10

13

up fur each addstional form that your broker com
pletes for you Always ask for 2l fees not simply the
basic entry fee

Importers should be prepared 1o submit a financial
statement if they plan to 1sk for credit terms Note
that brokers are just lke any othcr business in ha

diing their accounts The problem with credit terms is
that Customs dutics may amount 10 53 000 on an en
try the broker charges $320 for processing Brokers
are very careful tbout extending credit ieems 10 thelr
clients Net 10 dys with immediate cut off of credit
terms if the client s slow to pay are common terms

Importers need to be prepared to provide their bro-

kers with a power of attorney This is a legal docu

ment th1t empowers your broker to act as sn agent

on their behalf with Customs It authorizes them to

sign the importer s name to documents Refur to
Power of Attorncy on page 44

Importers will be required to purchase either 4 surety
bond for each importation or a continuous bond to
cover a senics of ongoing importations

Note that imporicrs ¢an make checks for Customs
duties pavable to their customs brokcr or to Customs

If there are any unresolvex] concerns about the bro-
ker make the check paynble directly to Customs for

warding Il 1o the broker along with o separate check
to cover their broker s fees

A customs broker should be a major player on the
team of professional partners  Iraders can almost
alwaya get insighls on such additional questions as
how to save on international transportation Cus

toms duties wardhousing cartage ele Ask lobe kept
Informed of any chaages tn Customs regulations
whuch affect your products

A customs broker does much more than clear goods
through Customs These professionals can Jso pro-
vide door to door delivery of frelght to one os lo
many locations 1cross the US They can help ndvise
on lssues and opportunities such as Foreign Trade
Zones Temporary Importation under Bond ware-
housing cartige pre clearance of cargo marking
and Iabeling other agency requirements etc
You can find a customs broker by referring to the
Yellow Pages of the telephone disectory of 1 US
port clty under the listing “Customs Brokers
1o locate 8 customs broker who is a member of &
trade assoctation for brokers Refer to Customs Bro-
kers Praght Parwarders and I rofessionnl Assocla
tions on page 20 which providen the nimes
addresses and telephane numbers of customd bro-
kers associations throuphout the U 5

\41



International Payment Instruments

Compansan Chart

Method of Time of Goods Risk to Risk to Buyer
Payment Payment Available Seller
to Seller to Buyer
Cash in Pror to On Arnival None Buyer has loss
Advance Shipment of funds unti
merchandise
arnves Relies
completely on
seller to ship
goods as
ordered
Sight Letter Within a few Upon Very little L/C requires
of Credit days after settlement of but proof of
shipment Letter of Credit | depends on shipment but
{(LC) t/C relies on seller
conditions | to ship goods as
described in L/C
documents
Time Letter At maturty of Upon Very little Payment 15 due
of Credtt draft or at acceptance of but after receiving
discounting of time draft depends on | goods but must
draft uc be made
conditions regardless of
product quality
Sight Draft Upon After payment Possible Has assurance
for Collection | presentation of if all Ocean non of shipment but
ar collection draft Bills of Lading payment of relles on seller
Documents are in collection draft to ship goods as
Against described In
Payment documents
accompanying
drait
Time Draft At matunty of Upon Pessible Actual payment
for Collection draft acceptance of non 1S due after
or draft payment of | receiving goods
Documents draft and payment should
Against buyer has be made
Acceptance possession regardless of
of goods quahty
Open Upon payment Upon delivery Relies on No risks
Account of invoice buyer to
pay invoice
when due

Source First Tennessee Bank



Pricing Sample

Terms of Sale CIF

EXPORT IMPORT
Pricing Elements Cost  Pricing Elements Cost
Factory cost of 100 Landed cost CIT $14 950
units @ $100/umt $10 000
Expenses Duty @ 55% 716

Tax (IRS or other)
Brokerage costs $ 100 Brokerage
Export packing $ 150 clearance fees
Freight to port $ 500 Reforwarding
Consular mvoice § 50 from broker

Freight forwarder Banking charges
fee $ 150 Letter of credit
Ya%
*Export agent commission
@ 35% of cost $ 1,500 Total landed cost
*Foreign agent commission Expenses
@ 5% of cost $§ 500
Warehouse
Repacking
Freight out
Advertising
'Salary
Interest
Postage
Mearine insurance
(12950 @ $120 Total landed
per $100 value $ 165 plus expenses
Transportation
{Ocean) $ 1,000 Unit cost

pr et Juuiheiihocl
Landed cost (CIF) $14 960 Suggested selling price
@ 100% markup

Profit

*Only if an export middleman or 1mport agent 1s used
Calculated at a commussion of 10% of buying pnice

Markup (%) = Sell cost x 100
cost

150

50

$

$

$

$ 100
$

$ 75
$

16 161

 J—
$ 100
$ 100
$ 500
$ 1,410
$ —_—
$ 100
$18 361
=% 183
=% 366
= $18,300

\‘i‘f



COSTS
« Cost of Manufacturing
* Export Commission (7 20%)
« Freight Forwarder Fee
« Freight to Port
« Cansular Involce
« Export Packing
. Forelg.n Distributor/Agent
Fee (3-20%)

SELLING PRICE

Pricing Model

—----IIIIBH

T MRGRER U

COSTS
» Buying Price
+ (Less Cash Discount)
* Marine Insurance
» Brokerage Costs
Duty
« Tax
« Freight In (Port to Receipt)
« Banking Coast

LANDED COST

EXPENSES - Distributor Commission  Repacking

Interest * Freight Out
Postage « Salary

LANDED COST + Profit Margin =
SALES PRICE

«bg"()




Pricing

How Your Selling Price Becomes

the Buying Price in the U.S.
_----IIIDDUH

CHANNEL |Manufacturer Agent Wholesaler Retailer End User
BUY BUY BUY BUY
SEL SELLE SEL
PRODUCT
PRICE $10 $12 $17 $34
TYPICALUS
MARK-UP
COMMISSIONS 20% 40% 100%

o L _—
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Pricing Worksheet

Reference Information
Our Ref

Customer Information
Name
Address

Customer Reference

Cable Address

Product Information
Product
No of Units
New Weight
Gross Weight

Product Charges

Price (or cost) per unit
Profit (or Markup)
Sales Commissions
FOB Factory

Fees——Packmg, Marking, Inland Freight

Freight Forwarder

Financing costs

Other charges

Export Packing
Labehing/Marking

Inland Freight to

FOB Port City (export packed

Port Charges
Unloading (Heavy Laft)
Loading (aboard ship)
Terminal

Consular Dacument (check 1f required)
Certificate of Ongn (check 1f required)
Export License (check 1f required)

FAS Vessel (or airplane)
Freight

on weight

Telex No

Dimensions___x S
Cubic Measure____(sq )
Total Measure

X units Total

it

QOcean awr

ire

Rate

Insurance
Coverage required

Minimum

Amount

Basis Rate

Amount

CIF Port of destination




Pricing Worksheet

Reference Information
Our Ref

Customer Reference

Customer Information
Name

Cable Address
Address
Telex No
Product Information
Product Dimensions X b A
No of Units Cubic Mesasure {sq m)
Net Weight Total Measure

Gross Weight

NOTE IF QUOTE IS FOB FACTORY USE EXPORT COSTING
SHEET TO DETERMINE FRICE AT CIF PORT OF
DESTINATION

Landed Cost (CIF, Port of destination)
Customs duty
Customs House Broker Fees
Banking Charges
Taxes Federal
State
Other

Total landed

EXPENSES

Inland Fre:ght (from port city)
‘Warehouse costs

Repacking

Inland Freight (from warehouse)
Advertising/promotion

Overhead (% of annual)

Salary (% of annual)

Loans (Principle/Interest)

Total landed plus expenses
Umt cost

Selling price
Margin %

Profit

1



Document Checklist

Shipping Documents

Required

§

Tl

Lt

Prepared

|

Shippers Export Declaration A form
required by the U S Treasury Department
for shipments valued at $1250 or more
Completed by the shipper, 1t shows the
value, weight, consignee, destination, etc
and 1s used for statistical purposes (see
page A-3 of this guide)

Import License Special US government
document which may be required for the
importation of particular products or
matenals into a country

Export License A home government permit
required for the export of certain products to
certain destinations

Packing List A list which accompanies the
shipment and describes the cargo in detail
Includes number and kinds of packages
being shipped, totals of gross, legal and net
weights of the packages, and marks and
numbers on the packages Usually placed in
waterproof envelope and attached with the
words “Packing List Enclosed ” (see page



Required

Prepared

|

L]

L]

L

Insurance Certificate Document issued by
an Insurance company, usually to the
shipper under a marine policy, and insuring
a particular shipment of merchandise
Information on this document, which
provides evidence of coverage, should agree
exactly with invoices and bills of lading
Often required for collection purposes (see
pageA-5 of this guide)

(Ocean) Bill of Lading (B/L)/Air Waybill
Document providing terms of contract
between the exporter and the transportation
company to move freight between stated
points at a specified charge Serves as
evidence that the shipment has been made
The bill of lading for an air carrier Is called an
Air Waybill Often required for collection
purposes (see page A-6 of this guide)

Dock Receipt Receipt 1ssued by an ocean
carner or its agent, acknowledging that the
shipment has been delivered, or received at
the dock or warehouse of the carner
Sometimes required for collection purposes

Evidence of Right to Make Entry
Documentary proof that the person making
entry has the authonty to do so Often
accomplished by granting of Power of

20



Required |Prepared

l:l» D Transmittal Letter A list of the particulars
of the shipment and a record of the

documents being transmitted together with

instructions for disposition of documents

I:' Delivery Instructions Provides information
' to the inland carner about the arrangement
made by the forwarder to deliver the goods

to the steamship line

L__h [ ] Special Documents Depending upon the
' specific product being imported intothe U S,
various government agencies may have
documentation requirements which must be
met Such requirements should be identified
and fulfiled in advance as Customs will
enforce the other agencies’ regulations

Surety Entries mto the US must be
o] EH accompanied by evidence that a bond 1s
posted with Customs to cover any potental
duties and penalties that may accrue Bonds
may be secured through a US surety
company, but may also be posted in the form
of US money Customhouse brokers often
allow the use of their bonds to provide the
required coverage (see pages A-15 & 16 of
Importing into the United States)




Collection Documents

Required

Prepared

L

e
bl F LR

Commercial Invoice A bill that conforms in
all respects to the agreement between
exporter and mporter Sometimes a
modified version of a pro forma invoice This
document should a) itemize the
merchandise by pnce per unit and any
charges paid by the buyer, and b) specify the
terms of payment and any marks or numbers
on the packages (see page 10 of this guide)

Pro Forma Invoice An invoice forwarded
by the seller of goods prior to shipment to
advise the buyer of the weight and value of
the goods (see page 11 of this guide)

Certificate of Ongin A document in which
certification 1s made to the buyer as to the
country of ongin of the merchandise (see
page A-7 of this guide)

Consular Invoice A detalled statement
regarding the character of goods shipped,
duly certified by the consul of the importing
country at the port of shipment Only
required by certain countries (see page A-8
of this guide)



Required

Prepared

A

Form A An UNCTAD form furnished by the
exporter Although not strictly required, this
form must be produced If requested by
Customs n order to receive GSP treatment

Certificate of Manufacture A statement by
a producer sometimes notarized, which
certifies that manufacture has been
completed and that the goods are at the

disposal of the buyer (see page A-9 of this
guide)

Inspection Certificate A document In
which certification 1s made as to the good
condition of the merchandise immediately
prior to shipment The buyer usually
designates the nspecting organization
Often required as part of the terms of a letter
of credit (see page A-10 of this guide)

Letter of Credit (L/C) A document issued
by a bank at buyer’s request in favor of a
seller, pr(ﬁﬁian agreed amount of
money on receipt by the bank of certain
documents within a specified time (see
page A-11 of this guide)



Required

Prepared

L

Sy ».Lﬂ

Draft A wntten order for a certain sum of

money to be transferred on a certain date

from the person who owes the money or

agrees to make the payment (the drawee) to

the creditor to whom the money I1s owed (the

drawer of the draft) There are several types

+ date draft - A draft drawn to mature on a
specified number of days after the date it
Is 1ssued, with or without regard to the
date of acceptance

+ documentary draft - A draft to which
documents are attached

+ sight draft - A draft drawn to be payable
upon presentation to the drawee or at a
fixed or determinable date thereafter

+ hime draft - A draft drawn so it matures at

a certain fixed time after presentation or
acceptance

Purchase Order An order form generated
by the buyer which i1s sometimes included
with other collection documentation
Frequently contains the terms and conditions
of the purchase

207



Sample Shippers Export Declaration

U'S. DEPARTMENT OF COMMERCE — BUREALY OF T!

roru 7525 V o.1een

v e
18. EXPOATER (N me o eddre in

ME CENSUS
SHIPPER S EXPORT DECLARATION

. EXPORTEREIN O

4a ULTIMATE CONS G EE

warng Z P cooe)

« PAATIES TO TRANSACT ON
Orittes O noiates

OMB No 0007 0018

2P CODE 2 DATE OF EXPORTATION

3. BILL OF LADING AIR WAYBILL NO

"V HIERAMEDIATE CONSIGNEE
NONE

3. FORYWARDING AGENT

Porter International inc.
PO BoxdtA

San Ysidro Califomia 92173

4. LOADING PIERITERMINAL

€ POINT (STATE) OF ORG M OR FTZ NO {7 COUNTRY OF UL IMATE DESTINATION

MEXICO

TRUCK

® MOOE OF TRANSPORT [Speci’y)

1% EXPORTING CARR ER
Truck Lie.

11 PORT OF EXPORT

San Diego {S Y) Callfomla

12 FORE!GN POR1 OF UNLOADING

3 vea

13.CONTA NERIZEO( ¢ / I}
O ne

14, SCHEDWLE B DESCRIPTION OF COMMODITIES (U & cof mng 15— 19)

WARKS NOS_AND | oy
KIND'S OF PKOS
L] (L)

SCHEDULE B NUMBER

i

QUANTITY —
SCNEDHLEDB UNIT(S
[10]

SHIPPING WEVGHT
Pov ¢}
(L)

31 VALIDATED LICENSE NO GENERAL LICENGE SYMBOL

T3 Dwiy ax hotited  Hicer Or Bmpioyss

M_Icertity that %
correci and

atermsat
m-unn-mdn-dmhna
set foria | e “Cmmect W

POTER_ WADOITNS (he Torwaroer nemmo

M! lcl-l bt'udhq
control and cusl

made and uwumlbneenulmdn«d ar tua and
he instructions fot prepara ion { N
‘Ezpert

civil
sl hhmiwnmmuulmﬂhﬂ
.‘m.l"n Inlormation ot 101 viol tkon
U&C anll.&l:mﬂl WUSC Sec. 1001 50 US.C App 34 Q.

22 EGCH (W #n required?

gont for sxpori

Vi pUpes SOXNTW
Signatule e Secirtary f Coemce (13U £€ 0119}
TXPNT STpeaenis are Swojcl W inspechan by US
e  EXPORT CLERK Custorms Secrioe and /o Difice of Export Enercaraent
T . ATHENTIGAT 1 requied)
[ ]
THESE COMMODITIES LICERSED BY 1.6, FORULTIMATE ~ MEXICO

VALUE (US. doltsn

omil ca 13)
lsunay 2 A oren 1it
L

TO LS. LAW PROHTITED

- YO



Palestinian Authority Aol dtalu!

Ministry of Economy Commerce and Industry dcbuall g 5 ylxdl g SlaiBYl 0 )0
Lo j 0 sl Jabadl (3 i - 5 edd i 3,
FOREIGN TRADE S DEALING CARD NO Expurl licence apphcahan Apphcation No

.L.;i uuu‘,“ / tl_,llu’u
We are / | m the signator (ies y) below

FINCITANTIAT

Tull address

{aclad) g toy ) pdeas by L oes 4>

Would you give us an export licence (accurate description of goods)

[0 s oy [ e it e

The vaiug in (Letlers) (CIF)/(FOR)
Amount in § SY,a dsla
Amount in F C (s U Falead) L ot
aebadldll fos 7 eeladldlgl gyl g Lt B /gt sl g / e Szl pdll by
! nyment conditions  Documentry credit/ withowt D C / throughaut months from the dale of sending the goods / before
~nding the goods
PEOUTS, | P PP | PR WV | PR | ool iy R lyrey 3yt
) “porler s amountin F C Meas unit Quantity The ipmorter and the address
wog oy
UL D VTR VART 3 pmad] W p—dl i
Ttaneportlon olle Unltpricein FC (FO B} Concerned country  Producer country
neurmee - ol e
f— M Yl
il valug [ | Svt || L‘..L” Net We,ght - f"s‘fn—a Ut tj
Grossweight =8 (U | Commislonrate o
ot
marks

v Lt 3 ol ity aldlous eans doesnsr oz Joobes Y31l U Dy s s 8 0 STEGUL s oy g 00 L

Al g Lok c......‘;.ulua., |¢i 03yl 0 byl

I hereby certity that all the above mentloned Information is correct and releaze that any Incorrect Information may result in a legal penally and we
amply with ali conditions mentioned in this licence which will be granted to us arcording 1o this application

AU g s e ol Ol ol coWl
Sigrature and seal of applicant | B card of signalorles Dale
For offical use only o 3 Jlonswd¥
'fcence no 23 pae> 5

tants lip adi Mastadl yo e ot b g el ol deladl g Il as Ll
1o pesmA lo the applcant 1o export e goods above menhoned or acoording to the proforma woice afached inthe value of

The validity of licencé until > pa N iaRs
The hcence isn t transferable Lol 415 2 0 M
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Palestinian Authority
Ministry of Economy Commerce and Industry

a8 podi o pudi 3,

Customs tanitf no

dodaa il el
aslualle 5\l g JLaBY1 B 4l 59

gl

I post] sz 5 Lbdo
Import licence apphcation

We are /I m the signator {les y) below

oLat u\»_,.ll/e_,llwyu

Full address

JlSL plpenadt

Import card no

3l sl g9

v u...’_,” )Lu...\ll wers n)yb_, ) L ™ § slosl ad! trLa.U :'_,.....w| b2 y l_:-u.p_,.»j
Would you give us an mport Iicence for the goods mentioned below and according 1o this application and to proforma invoice attached

Goods Description .

el Glaolye

Import objective bVl yo ol
SV b el e /G ado el aeladl ws
Amount m$ (C1F)(FOB) Amount nF G
- Pot st JLW e FORS | PP R v s | %
T ot post & JU ! Shipment way Quanlity Unit price Measurment unit
— _ seadl Al Ll Aty Lt
Country of Export Purchasing Country Country of Origin
G Sou S~ aeladl jpe o,k
Arr Sea Land Transportalion by
Full address .- _ _ _ e e — — eIl e Exporiers name ydl el
Full address - _ Ja8JL e Producers name PP

We /1 hereby ceriify thal all the mlormation mentioned 15 carrec! and undestake lo

1 Comply with all conchtions written n the mport hicence
wiich has been gra ited According lo this apphicationt

2 Comply with afl m~tructions put by the mimstry

Agre, aares S s wblo pns oL FuLIyge-
e bt e s gl e S0 03,01 o g pod s (1,91
YU R VPR | PRI, (P B e e e T

n...u:.”r.tuc..!y_,r-’ e u\a{,”u—b_,lrh)l C.JUI

- T Sgnalweandsedlolapgicanl — | D Stgnatortes Dale
For offical use only (rowe A JloxdV

T T - ]

- . = e e - — d
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Marking Checklist

Write your customer’s name and address
or shipping code on the package

Use black, waterproof ink for the stencils

Include port of exit and port of entry on
your label

Place package and case number on
container

Include dimensions (inches and metric)
Mark exports Made in West Bank/Gaza

Express gross and net weight in pounds
and/or kilograms

Use cautionary markings such as “this side
up” or “handle with care” n both
languages

Don’t use brand names or advertising
slogans on packages

2 N>



. (]
Palestinian Authority ezl ol
Hamistry of Economy Commerce and Indushry dclually b leslly SLasBil 5,59
GAZA STRIP oms plind
Import Card no 3 pawsl Atkay o3 2, ):'- L—"‘L"' U'L; bﬂ"" al < y T.. 1t ey
Apphcation for importing goods based on the hcence
deall o1 yadl
Chent name and address B
P | Fyya il
Exporter name and address vt
boall wlye, !
Producer name and address
Leall wlpey Jodl LM
Local agent name and address
Export Counlry pieadl 2L | Purchasing Country [l 2L | Origin Country I {
Goods el ""(L‘J"TJ siogll rs oall afear | Quant LS
P T S gl | S, Gm‘;-s"jalue l:;;tﬁ::e T e
o
Accurate description of goods commnce | Cust tami no (FOB} (F0B) |Pweh eur{ unitno |Mees
]
[
.
A ]
wly teams p 1S IO s s (L g o Ll Sl Total
Lol alllows poons dsns b Joolio Wil gl QL) Oy 0 )
We hereby cerlify that all the information is correct and know L1z Transportation
thal any Incorrect information may result in a legal penally
y——-uls Insurance
T '
IO T P poppers o oYl Total value
Signature and seal of the applicant Date
For offical use only rem ! Jlarea
r"J""u’U‘L"‘ U’.;ca‘;.\" al_,.-u\"uﬁ.:»_,a vt |_,'-u b P i.l..l&....lk"upful
This application is considered as integral part of the import iicence based on appll no -

11
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CERTIFICATE OF ORIGIN

\'—"J‘J‘«.“JJJ‘NII'_—J

N
Tt
2 ) Dy * el
FYAW- ULV tdilgas
23} gl 5 30 ddazd! il
2olaze¥l 3 S\gilges
Toatdl Lol o3 3 ) giual}
ol eyl wigs
Aapall sl sl [ aall | Ll gy ey gkl s aaludl g
q.ﬂha b2
Cadall A iy Lias o (b gbiadh Gy 0320 0350 gl ilaglaall dsuas £ sual  aeaal) g uas

sl L) AlS e

s (Jiaa Azlicall pan A Aulall)

pB0 &8 511 5 5lall 3 Wgiacige Losdl aledi
CL oo (b Lolad) ol g o Zudado s jlanef lo
i 5 el ot 3 Lol @Sl G g
aaatll gl Folad] ynes o JBY o TS 3

Lophy o Locslnal gt 8 pal

ddslaag

SIS D pall ad gy g~ demesr - - AR
a2 32,190l il glatly cliled] Lo -F

a=3sts Sty

Los o 2

Do agls
&b

ot Laad
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Sample Pro Forma Invoice

PRO FORMA INVOICE
Name of Importer, Address, Telephone Number Insp
Badge #
Entry Type
Dutiable [ ]
Free I
Collection
Amount §
PBescapton-of HTS Numper Rafe of Duty Value:
Mercharides
Duty
IRT
MPF
TOTAL
Shipment Valuem U S $
Country of Ongmn
Importing Carnier
Air-Waybill

1 declare that the mformation on this mvoice 15 accurate to the best of my knowledge and belief that the
nvoice quantities are true and correct manifest quantities and that 1 do not know of any mvoice other
than this one
Signed by Date




Sample Commercial Invoice

XYZ Foreign, Co
2A1 Moon River
Yokohama, Japan

Purchase Order

Invoice Number 00012
Invoice Date

Sold To Qur Company, Inc Ship To Our Company, Inc
Hometown, US A Hometown, US A

Forwarding Agent

Via Country of Ongin Japan

QUANTITY PART NO DESCRIPTION PRICE EACH TOTAL PRICE

10 A27 Machines $100 00 $1,000 00
Inland freight, export packing & forwarding fees $ 10000
Free alongside (FA S) Yokohama $1,100 00
Estimated ocean freight $ 10000
Estimated marine insurance $ 5000

Packed 1n 10 crates, 100 cubic feet

Gross weight 1000 lbs

Net weight 900 lbs

Payment terms Confirmed 1rrevocable letter of credit
confirmed by a U S bank Shipment to be made two (2)
weeks after receipt of firm order

Additional conditions of sale XYZ, Foreign Co Lo provide
Certificate of Origin

Consular Invoice

Certificate of Manufacture

Insurance Certificate

Inspection Certificate

2\



Sample Packing List

To Your Company Date
2A1 Moon River
Yokohama, Japan

Gentlemen

Under your order No 123  the matenal listed below was
shipped 1/1/88 via  Truck and vessel

To Yokohama

Via

Shipment Consists of Marks
— . Cases ___ Packages Your Company, Ltd

2A1 Moon River
__ Crates ____ Cartons Yokohama, Japan
—_Bbls __ Drums Madem US A

—— Reels # 7235

Package Weights Dimensions Quality Contents
Number (Lbs or Kilos)

Gross Legal Net Ht Wth Lth

7235 45 40 35 25 15 Toys

1\¢



Porvmslare ool by shupp

Sample

Bill of Lading

Edipper B e
| [T
Contipnes BILL OF LADING
COPY
NON - NEGOTIABLE
Hetlly pariy
ALL TERME CONDETIONS AMD FYLED TIONS
Froe rame ¥y = AB PEI ORILINAL BILL OF LAIING
KAOHSI!NG cY
*BUBJBCT TO AUL THE TRRMY ARD
Ot b veusel Vy Na Port el CORDITIONS OF THE AFFLICABLE
AMERICA KARU 562278 KAOHSIUNG TARIPP”
Phocs of de! for Uhe Marchast  relarance
{5 ANCELES TTI0ARA €¥ T doimin o o et
Contatner o, Geal Ho

Marss apd Numbers

SHIPPER S LOAD k COUNT

No of Detd  Nind F packager descriptc of goode

el Groes wagh  Mas ureemcd

3 CONTALINERS

9 014 KGS 120 32 M3

(677 CTHS)
yyvyvywvvyvvvvvy  NODEL J260 HETD HE67

TIJUANAB C MEXICO
VIA LOS ANGELES CA MODEL  JOBNO & CODE HO
MODEL H260 |

C/NO 1-23% MODEL  JOB NO
MADE IN TAINAN MODEL CODE HO
REPUBLIC OF CHINA C/NO 1-441 MODEL  JOBND & CODE NO

-0D0-BUT HBET
C/NO 1

MADE IN TAIWAN |

REPUBLIC OF CHINA'
GSTU-8136538
G5TU-8135939

; MOLU-2021646

FRELGHT COLLECT

!
C/5-480409 HS-41019 1192 C/T) |
€/S—4BD410 HS—41014 (192 C/T)
€/5-480411 HS—41015 (293 C/T)

“Total wumber of Contaloers or othar

THREE CONTAINERS ONLY

pockages or  nila received by the
Casrir [ words)

Freight 1ad charges Reveaue Lans Rata por Py pud C lect
BOX RATE | (40 x3) US $2 100 00/VAN USs$6 300 00
{INCLUDINGD D C ) VYVYIYVYVYVY

+ CY RECEIVING CHARGE

NT$500 00/VAN | NT$2 700 00
f VERVVVVIVYYY

tvl - ) . ] [ 1 o 4
. | I UAMA TAITRE Tayan  JUL R SM
T Vpred  sdes o (Mo et “l"“l(!ai/'l
LAUES ON BUARD THE VESSEL by
™ JuvL 30 987 Lol
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Sample Inspection Certificate

DATE

REFERENCE ACCOUNT NAME & ADDRESS
PURCHASE ORDER NO AND/OR
CONTRACT NO

BANK NAME AND LETTER OF CREDIT NO

MERCHANDISE DESCRIPTION

INSPECTION CERTIFICATE

WE HEREBY CERTIFY THAT THE HEREIN DESCRIBED
MERCHANDISE HAS BEEN INSPECTED AND FOUND TO
BE OF HIGHEST QUALITY AND IN GOOD WORKING
ORDER

PORTER INTERNATIONAL INC

BY




mi
nyw e
¢

0o
200 n
int 1ory
qile

MOVEMENT CERTIFICATE

1 Exporletinm 116 g o
1- APECD
Agriculture Productions Export P O Box
1164
Gaza - Gaza Strip Via Israel

1y

EUR 1 w A 216146

3¢ noles o eH &l befota compisting Lhis to m

2 Cerlificate used in prefercnilal trade betweaan

1 Consignea iMame Wil add s cau ty) 0pY N
- Clearance Agent
John Van der Put Fresh flowar Import
Schiphal
- Adr Purtag‘les Horticulture.

- Mediation, Alasmeer
Vat nr NL 65233536 Bol

Gaza Strip National Authority and

~ oand
_ EEC

i Sapp ol lacount Me poupsolcou t es t1e Htor ]

4 Country group of countries
or lerrllory In which the
praducts ate consldered as

onginating G754 strip

5 Country proup of
countries or {ermtory
ol destination

The Hetherland

@ Transport details om0

By air through Bengorion air port israel

-

Aemarks

Products of Gaza Strip
The Hatvonal Authority

1 Parcel 2200 Carnation flowers

8 ltam number; matks and numbare| Numbar and kind of packages(l} desciiption of goods

9 Gross
welght (hg)
or other mea
sure (lltros,
cu it ete)

10 Involcas
[Qpt omal}

e

Cusloms afhice -

: @

lasuing country or lemlory s 2 L N
Palestine Chambes of o Q[ e
Date ?[\-(Enfn *ﬂu“w\v
Chatrmar L —mad © CRHw

/I
" cum DORSEMENT 12 DECLARATION BY THE EXPORTER
{1 tho undwersigned daeclsre that the goods
Declarafion certfied Bump dogcribed above muat {ha conditions requt
Export document {2) red for the ssue of this certilicate
Form ~ HNo

Place and data @1,2@..2&'44”.5'

22\



DELIVERY REGISTRATION (FOR CUSTOME S AUTHORITY USE)

(< o) daler Jloaan } ibdlow 31 Jaim

b ys gy
J,LA
Signature

cudtome s
afficer

T pe

CIF
FOB

WJU s

Delive
valuew

ada!

Currency

oLl o>

Meas
unit

walt gl st

Quanttty or
weight

A-&L:_._-"
Goods

Sl s,

us
application no

St ca;l:
Reg date

o



Sample Letter of Credit

Name of Issuing Bank Documentary Credit No

Place and date of 1ssue Place and date of expiration

Applicant Amount

Credit available with

[ JPayment | ] Acceplance
[ ] Negotation

Shipment from Agamnst presentation of
Shipment to documents detailed herein

{ })Drawnon .
Bank

Invoice 1n three copies

Full set clean on board” bills of lading to order of shipper blank
endorsed In case movement of goods mvelves more than one made a
“Combined Transport Document” should be called for

Negotaable Marine and War rigk tnsurance for %
{usually 110%) of mvoice value covering all nsks

Certificate of Inspection

Certificate of origin 15sued by Chamber of Commerce 10 three copies

Packing List

Documents to be presented withmn ___ days after date of

1ssuance of the shipping document(s) but within the vahdity of the
credit

We hereby 1ssue this Documentary Credit in your favor

Issumng Bank

v



